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LEGISLATIVE SESSION

Mr. ROBINSON. I move that the Senate resume legis-
lative session.

The motion was agreed to, and the Senate resumed legis-
lative session.

DEATH OF REPRESENTATIVE JOHN T. BUCKBEE, OF ILLINOIS

The PRESIDING OFFICER. The Chair lays before the
Senate resolutions from the House of Representatives, which
will be read.

The Chief Clerk read the resolution (H. Res. 495), as fol-
lows:

IN THE HOUSE OF REPRESENTATIVES, UNITED STATES,
April 23, 1936.

Resolved, That the House has heard with profound sorrow of
the death of Hon. Joun T. BUCKBEE, & Representative from the
Btate of Illinois,

Resolved, That a committee of four Members of the House, with
such Members of the Senate as may be joined, be appointed to
attend the funeral.

Resolved, That the Bergeant at Arms of the House be author-
ized and directed to take such steps as may be necessary for carry-
ing out the provisions of the these resolutions, and that the neces-
sary expenses in connection therewith be paid out of the con-
tingent fund of the House,

Resolved, That the Clerk communicate these resolutions to the
Benate and transmit a copy thereof to the family of the deceased.

Resolved, That, as a further mark of respect, this House do now
adjourn.

Mr. ROBINSON. Mr. President, both Senators from Illi-
nois are necessarily absent. It was my privilege to know
intimately the late.Hon. Jorn T. Buckseg, who represented
the Twelfth District of Illinois. With the expression of my
deep regret that he has passed away, I present the resolu-
tions, which I send to the desk, and I ask for their immediate
consideration.

The resolutions (S. Res. 291) were read, considered by
unanimous consent, and unanimously agreed to, as follows:

Resolved, That the Senate has heard with profound sorrow the
announcement of the death of Hon. Jomwn T. Bucksee, late a
Representative from the State of Illinois.

Resolved, That a committee of two Senators be appointed by
the Vice President to join the commiftee appointed on the part
of the House of Representatives to attend the funeral of the

deceased Representative.
Resolved, That the communicate these resolutions to

Secretary
the House of Representatives and transmit a copy thereof to the
family of the deceased.

The PRESIDING OFFICER. Under the second resolu-
tion the Chair appoints the senior Senator from Illinois
[Mr, Lewis] and the junior Senator from Illinois [Mr.
DrerericH] as the committee on the part of the Senate.

RECESS

Mr. ROBINSON. Mr. President, as a further mark of
respect to the memory of the deceased Representative, I
move that the Senate do now take a recess until 12 o’clock
noon on Monday next.

The motion was unanimously agreed to and (at 3 o'clock
and 45 minutes p. m.) the Senate took a recess until Mon-
day, April 27, 1936, at 12 o’clock meridian.

NOMINATIONS
Ezxecutive nominations received by the Senate April 24, 1936
PuBLic WORES ADMINISTRATION
Alexander Allaire, of Arkansas, to be State director of the
Public Works Administration in Arkansas.
Henry S. Geismer, of Alabama, to be State director of
the Public Works Administration in Alabama.
WorEs PROGRESS ADMINISTRATION
Joseph E, Parker, of Monfana, to be State administrator
in the Works Progress Administration for Montana, vice
Ray Hart.
APPOINTMENTS, BY TRANSFER, IN THE REGULAR ARMY
TO ADJUTANT GENERAL’S DEPARTMENT
Maj. James Truman Menzie, Cavalry, with rank from
August 1, 1935.
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TO CAVALRY
Capt. Harry William Miller, Ordnance Department, with
rank from August 1, 1935, effective June 20, 1936.
PROMOTIONS IN THE REGULAR ARMY
MEDICAL CORPS
To be colonels
Lt. Col. George Burgess Foster, Jr., Medical Corps, from
April 19, 1936.

Lt. Col. Joseph Casper, Medical Corps, from April 20,
1936.

To be captain
First Lt. Gordon G. Bulla, Medical Corps, from April 19,
1936.
APPOINTMENT IN THE Navy
Rear Admiral Gilbert J. Rowcliff to be Judge Advocate
General of the Navy, with the rank of rear admiral, from
the 1st day of June 1936, for a term of 4 years.

CONFIRMATIONS
Ezecutive nominations confirmed by the Senate April 24, 1936
PusLic HEALTH SERVICE

Edward C. Lutton to be passed assistant surgeon in United
States Public Health Service.

POSTMASTERS
LOUISIANA

Veronica J. Lambert,
Mildred P. Prescott, Lutcher.
MISSOURI

Fay R. Webb, Miller,
Marcus J. Heathman, Paris.
Cora Hibbard Peter, St. Clair.
Fred Blattner, Jr., Wellsville.

NEW HAMPSHIRE
Eli J. King, Berlin.
William P. Nolin, Claremont.
J. Edward Damour, Henniker,
Georgia Du Devoir, Hooksett.
Arthur A. Croteau, Marlboro.
James E. Shepard, 2d, New London.
Albert F. Priest, Newmarket.
Edward A. Davis, North Conway.
Martin J. Eeenan, Peterborough.
Patrick J. Duffy, Salmon Falls.
William H. Pascoe, West Ossipee.

NORTH CAROLINA
Walling D. Vreeland, Fort Bragg.
Fred H. Holcombe, Mars Hill.
Perla H. Brey, Roper.
Charles O, Cooper, Saluda.
James Russell Wiggins, Wake Forest.
William M. Sutton, Windsor.
Selvin N. Blanchard, Woodland.

TEXAS
Arvel O. Pickens, Whittenburg.
WEST VIRGINTA

Arthur Jackson, Littleton.

John R. Plattenburg, New Cumberland.
Claude E. Mills, Newell.

Denvil G. Dillion, Whitesville,

HOUSE OF REPRESENTATIVES

FRIDAY, APRIL 24, 1936

The House met at 11 o'clock a. m.
The Chaplain, Rev. James Shera Montgomery, D. D,
offered the following prayer:

Our Father of everlasting love, we thank Thee for the
merciful privilege of coming to Thee in prayer. May it be
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in the spirit of Him who taught us to say, “Our Father.”
We beseech Thee that His presence may come mightily upon
us to strengthen, encourage, and guide us that we may
attain the service we have pledged our country. Do Thou
guard us in our contact with our fellow men, lest we be
unmindful of the admonition, “Judge not that ye be not
judged, for with what judgment ye judge, it shall be meas-
ured to you again.” Heavenly Father, help us to heed the
injunction, “Whatsoever ye would that men should do to
you, do ye even so to them.” Once more in the dispensa-
tion of Thy providence our hearts are bowed; another
Member has left us. The angel of death has borne him to a
higher service. Comfort, we beseech Thee, all members of
his fireside; may they go forward with strong faith and
quickened hopes to the larger life that awaits the children
of God. Amen.

The Journal of the proceedings of yesterday was read and
approved. ;
MESSAGE FROM THE PRESIDENT

A message from the President of the United States an-
nounced that on the following dates the President approved
and signed bills and a joint resolution of the House of the
following titles:

On April 17, 1936:

H.R.11053. An act authorizing the President to present
the Distinguished Service Medal to Commander Percy Todd,
Britich Navy, and the Navy Cross to Lt. Comdr. Charles A.
deW. Kitcat, British Navy;

H.R.11691. An act making appropriations for the legis-
lative branch of the Government for the fiscal year ending
June 30, 1937, and for other purposes; and

H.R.11968. An act relating to the authority of the Recon-
struction Finance Corporation to make rehabilitation loans
for the repair of damages caused by floods or other catas-
trophes, and for other purposes.

On April 20, 1936:

H.R.6544. An act to conserve the water resources and to
encourage reforestation of the watersheds of Santa Barbara
County, Calif., by the withdrawal of certain public lands,
included within the Santa Barbara National Forest, Calif.,
from location and entry under the mining laws;

H.R.9997. An act granting a leave of absence to settlers
of homestead lands during the year 1936;

H.R.11327. An act to exempt from taxation receipts from
the operation of Olympic games if donated to the State of
California, the city of Los Angeles, and the county of Los
Angeles; and

H. J.Res. 568. Joint resolution to provide an additional
appropriation for fees of jurors and witnesses, United States
courts, for the fiscal year 1936.

On April 21, 1936:

H.R.3806. An act to establish a commercial airport for
the District of Columbia.

‘WAR DEPARTMENT APPROPRIATION BILL, 1937

Mr. PARKS, from the Committee on Appropriations, sub-
mitted a conference report on the bill (H. R. 11035) making
appropriations for the military and nonmilitary activities of
the War Department for the fiscal year ending June 30, 1937,
and for other purposes, for printing in the Recorb.

STATE, JUSTICE, COMMERCE, AND LABOR DEPARTMENTS APPROPRIA-
TION BILL, 1937

Mr. McCMILLAN. Mr. Speaker, I ask unanimous consent
to take from the Speaker’s table the bill (H. R. 12098) mak-
ing appropriations for the Departments of State and Justice
and for the Judiciary, and for the Departments of Commerce
and Labor, for the fiscal year ending June 30, 1937, and for
other purposes, with Senate amendments, disagree to the
Senate amendments, and ask for a conference.

The SPEAKER. Is there objection to the request of the
gentleman from South Carolina? [After a pause.] The
Chair hears none, and appoints the following conferees:
Messrs. McMiLiaN, Cary, TARVER, MCANDREWS, RABAUT,
Bacon, and Mrs. KAHN,

The SPEAKER. The Chair will count.
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CALL OF THE HOUSE

Mr. TREADWAY. Mr, Speaker, I make the point of order
that there is not a quorum present.

Evidently there is no quorum present.
Mr. BANKHEAD. Mr. Speaker, I move a call of the House.
A call of the House was ordered.

The Clerk called the roll, and the following Members failed
to answer to their names:
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[After counting.]

[Roll No. 76]
Allen Dockweller Hook Pettengill
Andrew, Mass. Dorsey Houston Plerce
Barden Driver Huddleston Quinn
Berlin Duffey, Ohlo Imhoff Rankin
Bolleau Duffy, N. Y Jacobsen Ransley
Bolton Dunn, Jenckes, Ind. Rayburn
Brennan Dunn, Pa. Jenkins, Ohio Rellly
Brooks Eagle Johnson, Okla. Richardson
Buckley, N. Y. Eaton Johnson, W. Va. Rogers, Okla.
Bulwinkle Edmiston Kee Romjue
Caldwell Ellenbogen Keller Sabath
Carmichael Fenerty Eerr BSadowskl
Cary Ferguson Kleberg Sandlin
Castellow Fitzpatrick Kniffin Schaefer
Cavicchia Flannagan Eopplemann Sirovich
Chapman Focht Kvale Sisson
Claiborne Frey Larrabee Smith, Wash
Clark, Idaho Gambrill Lea, Calif. Somers, N. Y
Clark, N.C, Gasque Lehlbach Stack
Coffee Gavagan Lemke Starnes
Collins Gehrmann Lundeen Steagall
Colmer Gifford McAndrews Btewart
Connery Gillette McGrath Sumners, Tex.
Cooley Gingery McGroarty Sweeney
Crosby Gray, Pa. Marshall Thomas
Crowther Greenway Merritt, Conn. in
Culkin Gregory Mitchell, Tenn. Utterback
Curley Guyer Montague Weaver
Darden Halleck Montet White
Darrow Hancock, N. Y, Moritz Wigglesworth
Dear Hancock, N.C Nichols Wilson, Pa.
Dempsey Norton Withrow
DeRouen Hennings 0O'Connell Wolcott
Dietrich Hill, Enute Oliver Wolfenden
Dingell Hobbs Palmisano Wood
Ditter Hoeppel Peterson, Fla. Zimmerman

The SPEAKER. Two hundred and eighty-three Members
are present, a quorum.

Mr, COOPER of Tennessee. Mr. Speaker, I move to dis-
pense with further proceedings under the call.

The motion was agreed to.

LET’S FACE THE TAX PROBLEM

Mr. DOUGHTON. Mr, Speaker, I ask unanimous consent
to extend my own remarks in the Recorp by inserting
speeches made last night at Town Hall, New York, by the
gentleman from California [Mr. Buckl, and the gentleman
from Massachusetts [Mr, TrReapway].

The SPEAKER. Without objection, it is so ordered.

There was no objection.

Mr. DOUGHTON. Mr. Speaker, under the leave to extend
my remarks in the Recorp I include the following addresses.
delivered by the gentleman from California [Mr. Buck] and
the gentleman from Massachusetts [Mr, TrReapway] before
the Town Hall, New York, on April 23:

RADIO ADDRESS BY HON. FRANK H. BUCK, OF CALIFORNIA

Mr. Moderator, ladies and gentlemen of the Town Hall, taxation
must always be faced. Civilized nations having come to the con-
clusion that governments must exist for the protection of prop-
erty, life, and the well-belng of the people, realize that govern-
mental functions which are called into existence must be paid for.
They must be paid for in the form of taxes, but new taxes are
always objected to, and changes in tax rates made necessary by
changing conditions, including increasing governmental activities
demanded by the people themselves, are always the object of
criticism. Present tax consciousness, so far as the Federal Gov-
ernment is concerned, has arisen from certain events that have
taken place since January 1936.

In his Budget message of January 3, 1936, the President stated
that the increase in revenues, then evident, would ultimately meet
and pass the declining cost of relief, outside of which, for the
general expenses of the Government, sufficient income was already
available. Legislation involving new expenditures, he warned,
would require new taxation. Since that message was sent to Con-
gress, the decision of the Supreme Court invalidated the process-
ing taxes levied under the Agricultural Adjustment Act, which
had been included as income in the 1936 and 1937 budgets, and
Congress notwithstanding decided to make full payment of the
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benefits which had accrued to farmers under existing agricultural-
adjustment contracts. These two decisions imposed the necessity
of raising an additional 517,000,000, to be spread over 3 years.

The other two events are the enactment by Congress of the
Soil Conservation Act, which, when carried out fully, will require
a permanent annual Treasury income of $500,000,000; and fhe

e of the Adjusted Compensation Payment Act, which will
add an annual charge of $120,000,000 for the next 9 years.

We are, therefore, concerned not with theory but with the very
practical consideration of raising these sums of money in an
equitable fashion.

It is the privilege of the taxpayer to have tax laws strictly con-
strued. It is equally the duty of those delegated to secure revenue
to see that all loopholes in them are closed. This the pending
tax bill proposes to do, and in doing so, places all taxpayers on an

ual basis,
eql"eop].e do not object to taxation to pay for what they have de-
manded in the way of governmental service if they consider the
basis of taxation is fair. The proposals for permanent legisla-
fion in the pending tax bill, which are all my time permits me
to discuss, do promote the principle of equity in our tax system.
The major purposes of the revised corporation tax are to prevent
the avoldance of surtaxes by individual shmholders, to remove
the inequalities now existing between corporations, partnerships,
and individuals; and to remove similar inequalities between large
and small stockholders in the same corporation.

Simplification of the tax structure will also be accomplished by
the repeal of the present capital-stock tax after the end of the
current fiscal year, and the repeal of the present excess-profits tax,
thus leaving simply one tax on corporations., Generally speaking,
the bill proposes to repeal the present graduated tax on corporate
income, and to provide a graduated scale of taxation on adjusted
net income based upon the proportion which may be retained by
the corporation. The rate of tax will depend upon the ratio
of the undistributed net income to the adjusted net income. But
corporations with not more than $10,000 net income may retain up
to 40 percent of it and still pay a less tax than they do now to the
Government, Corporations with more than that amount of in-
come may retain around 30 percent of the year's earnings and
profits and still pay no more tax than they do now. In 3 years,
therefore, at the most, any corporation can increase its surplus
by as much as 100 percent of a year’s income and pay no more tax
than it does today. You must remember that there is no tax to
be levied on existing surpluses; that there is consideration to be
given and adjustments in tax rates made for income used to pay
off existing debts; that a corporation which pays out all of its
adjusted net income in dividends will pay no tax where it is taxed
now from 1215 to 15 percent on its entire net income.

Of course, the corporation actually will not be the sufferer.
It is the individual who holds a large amount of stock in some
profitable corporation and who now, through that corporation’s
failure to declare dividends, is escnplng surtaxes, who is behind
the protest against this principle of taxation. He does not want
to consider existing tax inequalities.

What is a corporation? It is a fiction of law, a legal entity
created and recognized solely by law, and therefore it is subject to
the law entirely. It is entitled to no special privilege. Corpora-
tion earnings which are not currently distributed in dividends now
escape surtaxes either for long periods or altogether. But if you
and I are in a partnership, the law says that even if we do not draw
our ghare of the partnership smn.tngswemustpayataxonthose

- undivided profits as if we had received and if as an indi-
vidual I am in business, of course, Imustpayataxonmyentlro
net eammgs Gorporations by and large do not exist for the pur-
pose of evading taxes. There are many other great advantages
which the corporate form of structure enjoys—limited liability,
among others—but there have been corporations and there are still
those today who abuse their corporate privileges., Let us remember
how in the stock-market days of 1928 and 1929 corporations with
huge undistributed surpluses lent their money out at “call rates”
for speculation. Thus they contributed in no small measure to the
resulting stock-market crash. Except where used in this unde-
sirable form, these unreasonable accumulations of surpluses are
idle money. If, under undue optimism, directors and managers use
them for unwarranted overexpansion of plant or production facili-
ties, they accumulate as invested capital to a point where income
on the investment can no longer be earned.

If, on the other hand, these surpluses are put into circulation in
the Iorm of dividends, individual shareholders will receive what is
their just due and the Government revenues will be enlarged
accordingly. All business income—corporate, partnership, or in-
dividual—will be placed upon the same basis. It has been sug-
gested that with the prospect of such increased taxation large
investors will seek tax-exempt bonds for their holdings, but if they
aellpreaentholdmgs,theymmtpaytheespitugmnsm and
thereafter dividends from such holdings will be taxable in the
hands of those who invest. Moreover, It must be remembered that
the field of tax-exempt securities is pretty well occupied and the
yield is uncommonly small. Instead of reducing capital invest-
ments, the procedure under this bill will actually increase them.
Large shareholders, or their successors in interest, now conserving
their corporate income in corporate maauries.mdmevadjngor
reducing individual taxes, as the recipients of dividends will be
under the necessity of reinvesting their receipts and putting this
money to work in new productive enterprises.
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It has been argued that this tax bill will destroy the small cor-
poration. This is absolute nonsense. The huge surpluses which
large corporations now pile up enable them to destroy small com-
petitors and to force them out of business. Small corporations will
still at an even pace and on more favorable terms through
the psyment of less taxes. Finally, whatever the decisions of cor-
porate managements—and the bill does not attempt to dictate
what those shall be—in respect to declaration of dividends, the
Federal Government will no longer be unreasonably and inequita-
bly deprived of necessary revenues. The proposed plan will attain
the essential objects of an excess-profits tax without the adminis-
trative difficulties and with more revenue to the Government.
Estimates show the pending bill will accomplish the required
financial objective.

Although, as I have shown, additional revenues are absolutely
necessary now, it is argued that as an alternative expenditures
should be reduced. For the future, with the restoration of busi-
ness activities, with increasing prosperlty now evident thmughuut
the Nation, gmdu.a.l reduction of Pederal rellef expenditures
possible and, in fact, is now taking place.

Increased expenditures for the regularly established civil de-

nts of the Government have been made necessary largely
by the long-continued neglect of these departments under recent
preceding administrations. For example, the Navy and War De-

ents: The proposed budget for national defense for the fiscal
year 1937 shows an increase of over $400,000,000 over that for
1935, and that showed an increase over earlier budgets. Both
arms of the Nation's defense were so neglected by Republican
administrations that it has become necessary now to make these
vast appropriations to put our country in a state of like
adequate defense. Is it these expenditures that it is proposed to
reduce in order to avoid the necessity of further taxation? Is it
the expenditures on behalf of agriculture, which are essential to
offset, in some degree, the high costs that farmers bear as a result
of the subsidies paid industrial tariff barons? Is it proposed to
abolish the Civillan Conservation Corps, so definitely approved by
the country? Just what do they propose to cut off? How much,
and where?

What revenues the Government will ultimately require must, of
course, depend upon what the people demand in the way of service.
It may be with the encroachment of States on Federal
flelds of taxation, and vice versa, that it will be to re-
write the entire tax system, both Federal and State. As long, how-
ever, as the income tax remains one of the principal sources of
revenue of the Federal Government it is our duty to see that that
income tax be distributed as equitably as possible, and that no
one be permitted to escape payment of his just proportion by
resorting to a corporate fiction or any other device which prevents
earnings and profits freely flowing into general circulation for the
increase and promotion of the general prosperity.

ADDEESS OF HON. ALLEN T. TREADWAY, OF MASSACHUSETTS

It is gratifying to speak at the town meeting of the air, as for
nearly 40 years I have been moderator at the regular old-fashioned
town meeting in my home town of Stockbridge, Mass.

Taxes are the keystone of the arch of government, for without
revenue, governments cannot exist. Taxes are as old as govern-
ment itself. One of our first manifestations as a Nation was the
Boston Tea Party, where our ancestors protested against taxation
without representation. Taxes are a necessary evil, and no one
escapes their burden; hence the expression, “As certain as death
and taxes."

We have three forms of taxation, namely, Federal, State, and
municipal. I shall deal only with the first of these. There are
direct and indirect taxes. Direct taxation is levied specifically by
government through legislative enactment. Indirect taxation is
the increased prices the people pay for articles on which the
producers have paid a direct tax.

I came here directly from the halls of Congress, where today
and for several days a new tax measure will be dis-
cussed. Therefore, the subject under discussion tonight, Let's
Face the Tax Problem, is certainly up to the minute.

It goes without saying that every cent which the Federal Gov-
ernment spends must at some time and in some way be collected
from the people in the form of taxes. Hence, every citizen has
a vital interest not only in the total amount of Federal expendi-
tures but in whether these expenditures are being made wisely,
economically, and prudently, or whether the money is spent
unnecessarily, wastefully, and extravagantly.

In spite of the numerous and burdensome taxes now im
by the Federal Government, its revenues are only sufficient to
meet half its tures. In other words, it is spending two
dollars for every dollar it collects. This dangerous and unsound
E.n ractice of running the Government on borrowed money will

ve resulted in increasing the public debt to the unprecedented
total of over thirty-four thousand millions of dollars by the close
of this fiscal year, June 30, and the end is not yet in sight. This
debt represents a tax burden which present and future genera-
tions will have to pay In addition to the amount necessary to
cover the running expenses of the Government.

It is generally conceded that the present policy of borrowing to
meet continued deficits must be changed if the Federal credit is
to be preserved. Three years ago President Roosevelt said that
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this policy was leading the country into bankruptcy. At this time

we are 3 years closer to that condition and are traveling at a faster
ace. -

: There are three ways by which the Nation’s credit can be saved:

Flrs% By the imposition of sufficient new taxes to balance the
Bu g

Bﬂe%eond. By the reduction of expenditures to meet existing
revenues.

Third. By a combination of increased taxes and reduced ex-
penditures.

Which course shall we follow?

Before attempting to answer this question, let us analyze the
present financial situation. We find that expenditures have in-
creased from five and a third billions in 1833 to about eight bil-
lions in the present fiscal yeer. They will be even greater next
year. I call particular attention to the fact that this increase is
not wholly due to emergency outlays, but is in part caused by
larger appropriations for permanent governmental functions.

While this deficit has been piling up Federal taxes have been
increased several times, but collections have lagged far behind the
increase in expenditures. Estimated receipts for the current year
are three billion nine hundred million, as compared with one
billion six hundred million in 1633. Our Budget-balancing efforts
have been very much like a dog chasing its own tall.

Not only is it a hopeless task to try to balance the Budget until
expenditures have been curtailed, but I am certain that business
and the people cannot stand the burden of taxation necessary to
meet present expenditures. We would have to raise about four
thousand millions of new money, and it would have to come out
of the pockets of the great masses of our people—those with small
and moderate means. The rich were “soaked" to the point of
confiscation by last year's tax bill, and even after that was done
it was found that only two hundred and fifty million could be
squeezed out of them in addition to what they were already paying.
Not only would the present personal exemptions have to be re-
duced to a minimum—say $500 and $750 for single and married
people, respectively—but the rates would have to be made ex-
tremely high for the small taxpayers. Even this would be insuffi-
cient, A substantial sales tax would have to be imposed, taxing
not only luxuries but actual necessities of life as well. In addition
numerous other burdensome tax measures would have to be re-
sorted to. This is not a very pleasant picture to contemplate, but
it is true.

The reason the Budget has not been balanced by this method
is that it is *“politically inexpedient” to do so. The administra-
tion has found it popular to play the role of Santa Claus, and
it knows what would happen if it tried to collect the whole bill

The country never would have stood for the profligacy of the
present administration as long as it has if the people were more
tax conscious. At the present time only 2,700,000 persons out
of the entire population pay Federal income taxes. While the
rest contribute their full share of the indirect taxes, these are
levied in such a way as not to bring them forcibly to the atten-
tion of the taxpayers.

If Government expenditures were reduced to a reasonable mini-
mum, & large part of the present and future tax burden could
be avoided. It is even possible that with improved business
conditions the present taxes would carry the load, and it is
certain that nothing would contribute as much to business im-
provement and to the restoration of confidence as a radical
reduction in itures and the elimination of extravagance
and waste. It is not giving the taxpayers a square deal to keep
on piling up more and more taxes simply to be squandered by
the administration’s spendthrifts.

I am opposed to the levying of new taxes until it can be deter-
mined to what extent expenditures can be curtailed without
impairing any of the ordinary functions of Government, and with-
out denying relief to the needy. This is one of the reasons why
I am opposed to the bill now pending in , Which seeks to
raise several hundred millions of additional taxes. Let us first
reduce expenditures, and then, if necessary, impose what taxes are
needed to put the Government on a sound financial basis.

Let me devote the remainder of my time to a brief reference to
the new tax bill. It is difficult to talk on Thursday night about
a bill of more than 200 pages which was not in existence until
Wednesday morning. It has been prepared in response to the
President’s message of March 8. Its main feature i35 a proposal
to substitute in place of the existing taxes, a tax based
wholly on undistributed earnings, ted up to 421, percent.
The purpose of the tax is to force a distribution of earnings. In
effect, it penalizes amounts set aside for protective reserves,
amounts used for rehabilitation and expansion, and amounts set
aside for the payment of debts. It punishes business prudence,
and encourages improvident management. It will impair the
financial structure of business, threaten the security of invest-
ments, and result in a restriction of corporate credit. It will
benefit the strong company and crush the weak, and will be
conducive to monopoly. It will tax one company at a high
rate and another at a low rale on the same amount of income.
In some instances it will even tax a small income at a higher rate
than a larger income. It will create unfair competitive conditions
as between different companies. I could mention many other
objections.

The business people of the country, both individually and
through their organizations, have shown bitter opposition to the
measure. Their main objection is that it will prevent the accumu-
lation of “rainy day” reserves, which are so necessary to business
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stability and the maintenance of employment and dividend
payments_

Experience during the depression has amply demonstrated the
importance and value of such reserves, and it is impossible to
estimate how much worse conditions might have been had busi-
ness not been able to build up reserves in times of prosperity to
tide over periods of adversity. Reserves are also of great benefit
in such unforeseen contingencies as the recent floods in New
England and Pennsylvania and the hurricanes in the South.

The Department of Commerce estimates that in the b5-year
period commencing with 1930, business paid out over twenty-six
and a half billions more than the amount of income received.
In a sense, this represents the contribution made by business out
of its reserves for recovery and relief purposes.

If the tax policy proposed by the pending bill had been in effect
prior to 1929, business never could have accumulated these re-
serves. As it was, these reserve funds saved thousands of concerns
from bankruptcy, provided employment for millions of men, and
assured dividends to large numbers of stockholders at a time when
they were most needed.

The policy underlying the bill can only serve to undermine the
whole business structure. It will accentuate the peaks of boom
periods and intensify the adversity of hard times. It is another
example of the work of impractical theorists rather than being
based on practical business experience, which should be the
criterion of sound legislation.

The underlying principle in the bill is contrary in every particu-
lar to business development. Instead of a breathing spell, as
promised us by the President, business is getting more and more
out of breath. If ever there was need of a breathing spell, now
is the time.

To frame a tax bill based on erroneous theories to pay for extrav-
agances and wastefulness is a violation of the authority vested in
us by the people. Let me therefore conclude by saying I heartily
believe in proper relief to the needy and advocate its management
and distribution through State agencies rather than through regi-
mentation and bureaucracy in Washington. I thoroughly believe
in ample appropriations to meet all rightful needs of government.
I am definitely committed to the program of no new taxation un-
til it has been definitely proven that all waste and extravagance
have been eliminated. The method which has been followed in
proposing, preparing, and submitting this measure to Congress
very definitely illustrates the dictatorial and autocratic powers
which this administration has continuously exercised.

EXTENSION OF REMARKS

Mr. DOUGHTON. Mr. Speaker, I ask unanimous consent,
that all Members may have 5 legislative days after the
passage of the tax bill in which to extend their own remarks
in the Recorp on the bill.

The SPEAKER. Is there objection to the request of the
gentleman from North Carolina?

There was no objection.

THE REVENUE BILL OF 1936

Mr. DOUGHTON. Mr. Speaker, I move that the House
resolve itself into the Commitiee of the Whole House on the
state of the Union for the further consideration of the bill
(H. R. 12395) to provide revenue, equalize taxation, and for
other purposes.

The motion was agreed to.

Accordingly the House resolved itself into the Committee
of the Whole House on the state of the Union for the further
consideration of the bill H. R. 12395, with Mr. WagrreN in the
chair.

The Clerk read the title of the bill.

Mr. TREADWAY. Mr, Chairman, I yield 35 minutes to the
gentleman from New York [Mr. Reepl.

Mr. REED of New York. Mr. Chairman, some time ago
millions of loyal men and women heard with inexpressible
shame a Cabinet member of this Administration characterize
the Supreme Court decision in the A. A. A. case as “the
greatest legalized steal in history.”

Others who regard our form of government with contempt
absorbed this un-American poison with relish and avidity.
Those with hatred in their hearts for free government, who
rebel against orderly government, and long to destroy it and
then replace it with mob rule, rejoiced to hear a high
official condemn the Supreme Court.

Mr, BIERMANN. Mr. Chairman, a parliamentary inquiry.

The CHAIRMAN. The gentleman will state it.

Mr. BIERMANN. Is it proper for a Member of this
House to accuse a member of the Cabinet of holding the
Supreme Cowrt of the United States in contempt?
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The CHAIRMAN. The Chair does not think that is a
proper parliamentary inquiry. The gentleman from New
York [Mr. Reep] will proceed in order, of course.

Mr. REED of New York. Leadership in government that
points the finger of scorn and contempt at the tribunal that
has performed its sworn duty under the Constitution will
never direct the thoughts of a people along those lines that
make for liberty and freedom. Under such leadership this
Nation can never attain to that exalted destiny which Wash-
ington envisioned for the United States of America.

It is easy to agitate the hopes and fears of the people in
the time of distress. It is not difficult to sway society by
an appeal to prejudice and passion. To array class against
class and then through the arts of demagoguery direct the
generated fury of disappointed groups to unworthy ends
requires the lowest, not the highest type of political leader-
ship. It is in times of distress and excitement that the
spirit of destruction is easily stirred and unleashed. Every
nostrum, proposed at such a period of unrest as a cure for
economic ailments, is received with credulity by masses of
people who in normal times would ignore such proposals.

As a panacea for existing ills, the unscrupulous do not
hesitate to suggest legislation known by them to be beyond
the power of Congress to legally enact. This is done with
the hope of procuring a political following.

When the courts hold such legislation illegal, the authors
of these unsound proposals endeavor to fix the blame upon
the courts, which leads the thoughtless to condemn the
latter instead of the former.

The President, in his message of March 3, 1936, endeav-
ored to justify the experimental tax bill now before the
House by attributing the necessity for such legislation to the
decision of the Supreme Court, which declared the A. A. A.
unconstitutional. Deprived of the revenue, illegally collected
from American taxpayers as a result of unconstifutional
legislation, recommended by the administration and passed
by a servile Congress, the President now seeks fo blame the
Court for performing its sworn duty.

The other excuse the President offers for demanding at
this time the enactment of this drastic, coercive, experi-
mental tax measure is the payment required under the
Adjusted Compensation Act. The President makes much of
this item, although, as every person conversant with the
facts knows, the payment of this just obligation will require
only an additional 1% percent of the annual expenditures.
The President ignores the fact that he has spent billions of
dollars upon boondogegling projects, the chief effect of which
is to create new debts, while the adjusted compensation,
which he disapproved, is to pay off an existing debt.

The spectacle of another fantastic, experimental proposal
such as the one with which we are confronted today is an
experience to which the Congress is becoming gradually
hardened.

An existing system of producing revenue is to be scrapped
for an experimental method considered and rejected by both
the Treasury and the Congress at various times during the
past 16 years. An administrative process to which the coun-
try has become gradually adjusted through literally thou-
sands of Treasury decisions is to be replaced by a proposal
so vague, indefinite, and inchoate in its definitions that I
venture the assertion that not 5 percent of the House nor
half the majority of the committee could agree among
themselves as to the administrative application of its major
provisions. Imagine the manager of any one of the small
corporations with a net income below $10,000 being told, in
response to the guestion, “What is the tax on our undis-
tributed net income?”—that it is—

A percentage of the adjusted net income which is more than 10
and less.than 20, the tax shall be a percentage of the adjusted net
income equal to the sum of 4, plus one-half of the amount by
which the percentage which the undistributed net income is of the
adjusted net income exceeds 10.

The unfortunate inquirer will discover that this measure
is written with the lucidity that characterizes the Executive
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explanation of why Mr. Farley is at once the Postmaster
General and the chairman of the Democratic National Com-
mittee. A revolution in corporate taxation is precipitated on
this House overnight. Iis amendment to existing law is
scattered through 250 pages of the pending bill. The am-
biguous explanation of its theory and effect are made avail-
able to this membership 24 hours before it is to be jammed
through this uninformed body, after 16 hours of debate.
Remember, the public hearings upon this measure were
never addressed to a bill. Never before in our legislative
history has the country or the committee been invited to
discuss Presidential messages or the abstractions of a sub-
committee as the basis for an unprecedented change in our
methods of business taxation. The only public support given
to the vague proposals pending before our committee was
offered by the representative of the Communist Party, who,
having identified the outlines of his creed under the rhetori-
cal drapery of the Presidential message, did not hesitate to
give a Communist blessing to the amorphous proposals of
the subcommittee., This inchoate conception is now to be
baptized in the ritual of the Executive message of March 3 as—
such a revision of our corporate taxes as would effect great simplifi-
cation in tax procedure, in corporate accounting, and in the under-
standing of the whole subject by the citizens of the Nation.

It shall be my endeavor to paraphrase the Executive sug-
gestion and clarify “the understanding of the whole subject”
before us “by the citizens of the Nation.”

It is my strong conviction that, as the pending measure
is analyzed, it will become clear:

First. That its alleged beneficiaries are its vietims. For,
as the majority has carefully refrained from stating in its
report, it is a method of taxation which no nation, except
possibly Norway, has even attempted in the form here sug-
gested and which, in principle, has been consistently re-
jected since first called to congressional attention. It will
operate to penalize forethought and corporate savings. It
will penalize the accumulation of reserves without which
the vast majority of American business and private indi-
viduals could not have survived the depression. It arbi-
trarily discriminates against the small stockholder whose
savings are invested in corporations with larger earnings
and favors the larger stockholder in the corporation of
smaller earnings. It will discourage the organization of new
enterprises. It will tend to freeze existing surplus and dis-
courage the expansion of older industry. It will tend to
make entrance info any form of business more difficult.
More and more it will plainly operate to make more difficult
the maintenance of existing employment and defeat its
expansion.

Second. The pending proposal will not assure a reliable
flow of revenue. On the contrary, it is a final step in the
drastic regulation of American business rather than a work-
able proposal to produce revenue.

Let me first direct your attention to the fact that we are
not legislating in a vacuum but in a world of practical
realities. Nearly one-third of our national income is con-
sumed by public expenditure—National, State, and local.
Approximately one-fourth of our national income is taken
by direct taxation. The remainder of the third represents
the issuance of public securities or oufgo in excess of income.
This is merely deferred taxation. The chief business of
American banks in recent years has been the financing of
our national deficit. American business, beiween 1930-34,
expended $27,000,000,000 in excess of its income from the
savings of former years, while the Government spent less
than half that sum on direct relief in 1933-34.

And this was done while business was receiving about half
its usual income and that of the Government had increased
about 116 percent. We have, moreover, established a Fed-
eral social-security system imposing on employers and em-
ployees a volume of excise and income taxes without prec-
edent in this country and which will progressively increase
without any change in existing law over the next 20 years.
Within the next 3 years the Federal unemployment compen-
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sation tax will levy upon the pay rolls of the country a
3-percent tax, which it is conservatively estimated will ap-
proximate more than 10 percent of the earnings of business.

Our people not only confront the burden of an unprec-
edented national debt but unparalleled State and local in-
debtedness. Our Federal Budget is not only unbalanced but
no estimate of probable expendifure, from the highest to the
lowest Federal fiscal authority, has, even within a 6-month
period, been approximately accurate. Worst of all, no
rational limitation of expenditure or any reform and im-
provement in wasteful administration, daily becoming more
apparent, is in sight.

Never in the history of the Nation was it more essential
that we should approach the subject of taxation with more
caution and greater opportunity for thoughtful discussion.
Both are denied. We are legislating in haste, with inade-
quate information and little regard for the effect of what we
here do upon those activities which not only provide our
revenue but support and animate the life of our people. The
majority is sailing over an economic sea as unconscious of
the depths below it as a chip upon its surface.

What does this bill propose to do, and how does the ma-
jority propose to do it? I put aside the proposed tax on
“unjust enrichment”, a phrase that will excite legal laughter
for years to come, and confine myself to the corporate taxes.
At present we levy a capital-stock tax upon corporate issues,
a minimum of 12% percent on the first $2,000 of corporate
net income, 13 percent on such income between $2,000 and
$15,000, 14 percent on such income between $15,000 and
$40,000, and on all in excess of the latter amount 15 per-
cent. These and existing personal-income taxes, which it is
not proposed to change except in one respect—to which I
will refer later—are, according to the reports of the Treas-
ury, yielding a steadily enlarging revenue and will continue
to do so unless business declines under the proposed increase
of its burdens and the multiplication of its uncertainties.

The majority propose to abolish progressively, within
slightly more than a year, these existing taxes and substitute
therefor a tax upon the undistributed earnings of such cor-
porations; that is, instead of levying the tax upon all net
income received by a corporation, which is our usual method,
and permitting the management of the corporation to deter-
mine what proportion of such income shall be distributed
through dividends to the shareholders or retained for reserves
or business expenditures, it is proposed to divide all corpora-
tions into three groups according to the amount of their net
income and tax them upon a graduated scale with respect to
the amount of such net income which is not distributed in
dividends.

The three classes will be constituted of: (1) Those corpo-
rations whose net income is $10,000 or less, (2) those which
have incomes between $10,000 and $40,000, (3) those which
have more than $40,000 of net income. The first class will
pay a tax of from ten-hundredths of 1 percent to 2915 per-
cent, according as they retain from 1 percent to 70 percent
of the net income. The second class will pay intermediate
rates, and the third class a rate reaching 42'%2 percent on
the top ratio of nondistribution. Banks, trust and insurance
companies will pay a flat rate of 15 percent on net income as
they do now, and so will corporations in receivership. The
majority think it a wise provision to leave the enumerated
corporations out of their plan, “since the surplus of banks
must be built up for the protection of depositors”, and, of
course, they must apply the same reasoning to the returns
from the investments of insurance companies. It never
seems to occur to them that the protection of the share-
holder, the integrity of the corporation, and the capacity to
employ reserves for the purpose of maintaining employment,
the only way in which it has been retained by a majority of
corporations throughout the depression, are of equal impor-
tance. This view becomes clearer as we note the treatment
proposed by the majority in this bill for deficits and con-
tracts not to pay dividends and debts.

It is, of course, obvious to the membership of the House
that the devastating depression sweeping the world fell with
unusual force upon our own country and impaired the
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strength of even our strongest enterprises. To rebuild an
impaired capital structure is, of course, the first concern of
good management. Savings today are of two kinds—corpo-
rate and individual. The individual saves against his rainy
day and leaves his funds in a bank, an insurance policy, or
some other form of investment. Such savings find their way
back into business. Corporate savings are employed to
maintain and expand existing business and, according to the
nature of the corporate business, to meet its requirements by
such reserves as are peculiar to the character of its opera-
tion. All business goes forward, all national development
goes forward, under the impulse of surplus. Only what any
people have over and above that which is necessary to sus-
tain their individual and social life is available for its ex-
pansion. The nation without a surplus is the nation without
a future. That is equally true of the individual and the en-
terprise. At no time in American economic history has the
necessity been so great for the repair of impaired capital and
the rebuilding of business structures, little and great.

What does the majority propose to do in this bill with re-
spect to deficits and impaired capital structures? It pro-
poses to say to the corporation that needs to rebuild its capi-
tal structure, meet its deficits, rebuild its expended capital,
provide for expansion, and accept new risks that mean new
employment—

If you want to retain, as you should, the greater part of your
earnings, this year or next, for that purpose, you will pay as fol-
lows for the privilege:

By section 14 of the bill, the corporation with a defieit will pay
221, percent on the amount of earnings retained to make up this
deficit. That will be 7!4 percent more than the present highest
corporate rate. In addition, if you want to retain any earnings in
excess of the deficit, which merely makes you solvent, the pen-

alty for creating a sound reserve will be the graduated rate appli-
cable to the additional earnings which you do not distribute.

By section 15 the majority says to thousands of corpora-
tions which have borrowed publicly or privately, to main-
tain operations and employment and have made a contract
not to pay dividends until they have met this debt obli-
gation:

We will treat you generously. We simply ask you to pay 221%
percent of the undistributed income which you set aside to meet
that obligation, without making which you probably could not
have survived. But, mind you, you cannot have that privilege
unless your contract was made before the President made public
the revelation which we propose to make effective. If you have
struggled under a great debt burden and refinanced it, after this
apocalyptical delivery, you are the victim of legislative misfortune.
You should have read Tugwell and divined what was to occur.
Falling to do so, you must pay the graduated penalty.

Never before has the lawmaking body of a great nation,
working its way out of a devastating depression and bur-
dened with debt, threatened its citizens with an Oregon
boot of taxation as the price of reviving their capacity for
employment.

I take it that no Member of this House denies that a tax
on a corporation is a tax on the stockholder. It is he who,
under the strange paradox of this bill, is at once the subject
of the committee’s solicitfude and chastisement. Every tax
levied upon a corporation is assessed against the beneficial
interest of the shareholder. By this measure he may be
taxed three times—the normal tax; by surtax, which, you
must remember, begins to attach itself to an income in
excess of $4,000; and; thirdly, he will carry the tax levied
against the undistributed income. That, in accordance with
its effect upon the corporation, whose condition is as va-
riable as that of the individual, may result in the decline
of the share value of the stock in accordance with the
capacity of the corporation to sustain itself, or the effect it
may have upon contracting or denying expansion to its
operations, Perhaps even more seriously, it stops new en-
terprise. This bill is in reality an industrial birth-control
measure.

Until a few short years ago no one dissented from the
view that it was the business of Government to promote,
protect, and encourage every form of business. Now let the
gentlemen of the majority examine without a blush their
proposed handiwork. Let them rechristen this child of their
leader’s speculation “A bill to penalize saving, to discourage
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enterprise, to prevent the restoration of impaired capital, to
obstruct expansion, and to lessen opportunity for employ-
ment.”

Who is the beneficiary of this plan? 1Is it the small share-
holder? The majority apparently imagines, from the state-
ments made throughout its report, that the chief function of
the citizen is to pay taxes. Incidentally he may seek a live-
lihood, build an enterprise, and employ others. But at the
risk of preventing him from building up essential savings,
which alone insure the security of his enterprise, the privi-
lege of saving must be made the subject of an excise. Since
the days of the Psalmist saving has been a stimulated virtue.
It has remained for the majority, under the whip of their
distinguished leader, to penalize it as a vice. They have,
moreover, lost all sense of distinction between the position
of the small stockholder in the enterprise of large earnings
and the large stockholder in the enterprise of small earnings.
In the diffusion of ownership, which is the marked charac-
teristic of modern American business, the small stockholder
has more frequently invested his savings in the enterprise
with higher earnings, because it appealed to him as having
better management and assuring the likelihood of a larger
return. I notice, for example, that our largest corporation,
the American Telephone & Telegraph Co., started with 7,500
stockholders and now has 750,000. I hold no brief for it, but
I cannot overlook the fact that the average stockholding is
about 28 shares and nobody owns more than 1 percent of
the stock. If that corporation, for example, is carried, as it
undoubtedly will be, into that class of corporations whose
earnings are in excess of $40,000 per year, it may, in the re-
building of its capital, feel it necessary to reserve a consid-
erable portion of its earnings. If it does, the high rate which
it pays for that privilege will be assessed against the bene-
ficial interest of the holders of an average of 28 shares of
stock, while in what are described as “closely held corpora-
tions”, with a low rate of earnings, the privilege of non-
distribution will be correspondingly less.

I am concerned about the serious effect of this proposal
upon the small shareholder and upon the employing ca-
pacity of business enterprise threatened with the enervat-
ing effects of this punitive measure. If I turn to the decla-
ration of purpose made by the majority, I find it stated:

The major purposes of the change in the method of taxing
) te incomes are (1) to prevent avoidance of surtax by
individuals through the accumulation of income by corporations;
(2) to remove serious inequities and inequalities between cor-
porate, partnership, and individual forms of business organiza-
tions; and (3) to remove the Inequity as between large and small
shareholders resulting from the present flat corporate rates.

It is related that a French scientist, insisting upon a
theory, was confronted with destructive facts. Undeterred
by the evidence, he retorted, “So much the worse for the
facts.” That alone, it seems to me, can be the position of
the majority in the face of the information which has been
developed in response to the declaration I have quoted.

Before our committee hearings it was iterated and reiter-
ated that dividend distribution, broadly speaking, was
niggardly. The opinion was sedulously created that in com-
parison with earnings there was a vast current fund an-
nually withheld which ought, in the interest of the
stockholder and the Government, be forced into distribu-
tion where it could be taxed in the possession particularly
of those subject to the higher surtaxes. The facts com-
pletely refute the assertion. The undisputed evidence be-
fore our committee discloses that over a 14-year period,
between 1921 and 1934, taking the total dividend distribu-
tion of all corporations, the figures being supplied by the
Internal Revenue Department, it is shown that the divi-
dends paid were 25 percent in excess of the earnings over
the same period. In the field of manufacture the same
sources reveal a distribution of over two hundred millions
in excess of earnings covering the same period. The sig-
nificant fact is that during the period of depression, dis-
tribution from previous accumulations were made during
period of deficit. Dividend payments that otherwise could
not have been paid were made during that period as a
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steady contribution to purchasing power. The majority
is now here recommending the abandonment of the pro-
posal which it made 2 short years ago—to penalize the ac-
cumulation of unreasonable surplus. The efficient collec-
tors of the Treasury have been unable to locate the
unreasonable accumulations that were said to exist; there-
fore, a rumor has been dissipated.

Moreover, not only is the theory upon which the majority
started this effort destroyed by the facts but they proceed
upon a further untensble theory. The only way in which
they could insure that a forced distribution of earnings
would increase surtax collections would be to possess the gift
of prophecy, through hypothetical determination of the
income-tax bracket into which the forced distribution would
fall. They assume that can be definitely determined in ad-
vance. They overlook the fact that National and State gov-
ernments have provided more than thirty billions of wholly
or partially tax-exempt securities in which the large in-
vestor, if many such remain, may find refuge. In the public
interest, it is the last place to which he ought to be driven.
For economic recovery and business development and prog-
ress rest upon creating innumerable new temptations which
will seduce the investor into placing his funds in active enter-
prise. There alone they continually multiply employment.

Three years of experience has demonstrated that Govern-
ment may provide relief and enlarge its cost by wasteful
administration. Buf unless we accept the tenets of a social-
istic state, it cannot take up the employment slack. That
must be done by thousands of vigorous minds continually
attempting and actively engaged in the efficient development
of our own resources and the creation of new services in re-
sponse to the demands of the people, who look determinedly
forward in the improvement of their own condition as un-
certainties are removed and commitments te the future con-
stantly multiplied. I challenge the majority to produce any
substantial evidence before this House that we have found
evidence of either serious avoidance of surtax by individuals
or of undue accumulation of income by corporations.

The majority further declares that it wants to remove the
serious inequities and inequalities between corporate, part-
nership, and individual forms of business organization. In
the first place, to the extent that that inequity may be shown
to exist, it does not require an increase in the tax rate on the
corporate shareholder. The remedy could be provided, as
was suggested long ago by Dr. Adams, noted expert, by pro-
viding an exemption for the individual and the partnership
which invested undistributed income in taxables. Again,
there is nothing which prevents the individual or the partner-
ship from incorporating if it is to the advantage of the
business to do so.

Finally, I desire to produce a witness whose qualification
as an expert the majority cannot question, who will testify
that the overwhelming majority of individual and partner-
ship business pays less taxes, operating as it does, than it
would if incorporated. My witness is the Honorable Robert
H. Jackson, now Assistant Attorney General of the United
States in charge of the Tax Division of the Department of
Justice and formerly General Counsel of the Bureau of In-
ternal Revenue in the Treasury Department. He addressed
the Young Democratic Club of New York City, March 18 last,
in support of the President’s tax plan. In the course of
that address he declared:

A business of small profit costs less tax if done by the individual
without incorporation. If the net profit of a business is under
about $18,000, it now costs more in taxes to be incorporated than

to operate as an individual. A partnership is cheaper in taxes
than a corporation, if the share of profits of each partner is less

than $18,000 a year.

The income statistics of the Bureau of Internal Revenue
disclose that the overwhelming number of those engaged in
business in the individual or partnership form show a profit
below the maximum stated by Mr. Jackson. From the evi-
dence supplied by this qualified witness, it must be clear
that individuals and partners in great number prefer that
form for the obvious advantages which Mr, Jackson de-
scribes. In view of this festimony the preponderant body
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of business done in these forms must be praying to be saved
from its friends in the majority.

Finally, I think I have clearly pointed out that this bill
will not remove any alleged inequity between large and small
shareholders resulting from the present flat corporate rates.
The trouble with the majority is that it fails to distinguish
between the small shareholder in the corporations of large
earnings and either the small or large shareholder in the
corporation of comparatively smaller earnings. It contin-
ually reasons on the gratuifous and insupportable hypothe-
sis that its plan will catch a few large payers of surtax. It
overlooks the fact that in the endeavor to do so it is levy-
ing its highest rates on the man who has saved and invested
in the shares of a corporation of higher earning power that
pursues the wise policy of not distributing too great a pro-
portion of its earnings. He is its appointed victim,

The revenue-producing capacity of this proposal is hypo-
thetical and conjectural. It assumes a condition predicated
upon so many variables of human nature that it offends
against the most fundamental tenet of sound taxation—the
assurance of reliable revenue. The reason for that must be
partly found in the second fundamental objection I have
raised to this measure. It is a regulatory rather than a
revenue measure. It is the final step in subjecting the
business structure of the United States and the livelihood
of its citizens to drastic Federal regulation in all their major
operations. This becomes evident as we examine the suc-
cessive steps of which this is the ultimate.

The first act of corporate life is the issuance of a security.
We have now our Security and Exchange Acts regulating in
minute detail under continuing administrative control the
issuance of securities and the conditions under which they
may be marketed and dealt. Through proposals to enlarge
the powers and investigative authority of the Federal Trade
Commission all competition and the conduct, policies, and
practices of corporations are subjected to intimate super-
vision. By the National Labor Relations Act there has been
established control of all local employment relations in pro-
duction, while further direction over prices and operation
has been steadily suggested. We now reach the ultimate
step—Federal control of the distribution of the proceeds of
business operation. This measure substitutes for the judg-
ment of responsible management, responsive to and repre-
senting the shareholders, the infiexible judgment of Con-
gress with respect to the distribution of business earnings.
Confronted with every variety of business operation; with
large and small earnings, with activities of little risk and of
great risk, with the production of consumer and durable
goods, with business requiring little capital and much, with
impaired and unimpaired fiscal structure, with every con-
ceivable difference in debt and investment requirements,
with young and old enterprises, you propose to determine in
advance, irrespective of circumstances, the amount of savings
for every form of business in the United States. You blindly
do this by fixing in advance not the amount but the penalty
which shall be exacted for savings out of income. You
would not dare to do this with regard to the farmer or the
wage earner. Yet you boldly venture to do it for corporate
or collective business by substituting your judgment for that
of those who must meet all the individual risks of their
enterprise in the light of circumstances which they alone
know and against which they project their experience. This
is legislative medievalism. It is faith in an all-wise, all-
seeing, and omnipotent lawmaker whose collective political
wisdom is superior to the individual business judgment and
experience of his subjects. If calls for executive divinity.

The genesis of the idea is not far to seek. The idea itself
may have been hastily presented to this House. Its ex-
pression may have been superficially conceived and executed.
Your consideration may be hurried by the voice of your
master. But the source of the idea cannot be concealed. If
you will look to that flowing fountain of ideas so steadily
supplying your party policy—Dr. Tugwell—you will find that
in 1933 in his textbook of the administration entitled “In-
dustrial Discipline”, he writes, at page 206, of the importance
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of a tax on undistributed earnings: “Over and above replace-
ment, which are kept for expansion purposes”"—to force—
“these funds into distribution as dividends.”

This, of course, is in addition to control of capital issues
which he has already urged and which we already have. He,
of course, goes a step further, and in that direction, I pre-
sume, the majority will receive its instructions to march, if
not now, probably at Philadelphia; for Mr. Tugwell de-
clares that it is essential to carrying these controls beyond
merely the seizure of undistributed earnings by “capital al-
location”, which, he says, “would depend on knowledge from
some planning agency of how much for an unearned future
period ought to be put to one use rather than to other.”
Then he continues:

There is not only the problem of knowing what the industry's

output will be or ought to be, but also of knowing how much of
the business will go to each firm involved. * * * The funec-
tions of another sort of administration. * * * BSome prineciple

of apportionment would have to be adopted (p. 205).

Thus we perceive the tax on undistributed earnings clearly
presented as a plan of industrial control contemporaneous
with the inauguration of the present administration and to
be carried forward into capital allocation itself. A logical
step from which the majority may now shrink, but like other
things which they formerly regarded with a shudder, they
may soon habitually suffer themselves to embrace.

What is presented for your approval foday is a hasty,
superficial, undigested substitute for the present corporate
method of taxation which, with all its defects, is neverthe-
less something to which the business of the country has
become adjusted and which is providing steadily increasing
revenue. In exchange for this you are asked fo accept a
continuously rejected suggestion which in effect will do
that which you yourselves could not approve a year ago—
operate as a graduated tax on corporation profit. The bur-
den of it will fall not only on the business entity but with
arbitrary and discriminative weight upon every small holder
of stock. You are to do this in pursuit of an unidentified
surtax avoider and you are asked, like a drunkard entering
into a room and with but one thought to reach his bed, to
give no attention to the furniture you may wreck in the
effort. Every business witness before our committee has
raised a warning voice. Every authoritative economist in
the country has added his caution. You are creating ob-
viously a host of new administrative difficulties. A whole
pathway of enforcement will be lined with new question
marks. You ask the business of the Nation, shaken by 5
years of continuous drains, to pay penalty premiums in
order to do that which you ought to be begging them to
do—to deny themselves the privilege of beneficial distribu-
tion in order to rebuild shattered reserves and maintain
and expand employment. Unless one man can employ an-
other at profit he cannot longer afford to employ him at
all. That is equally true of men engaging in an enterprise
together and forming what is termed a corporation, be .it
large or small.

If you were determined to discourage investment, to coun-
sel against the maintenance of employment, to prohibit its
expansion, to multiply uncertainty, and to make more diffi-
cult every form of future commitment to promote business
development, it is difficult to conceive a more certain method
of going about it. To the few whose business enterprises
have accumulated ample surplus in their maturity, this plan
may be a boon. To the vast majority of corporations strug-
gling with their daily problem, it will represent in varying
degrees new burdens and anxiety creating discouragements.
To new enterprise it is a deliberate obstruction to the estab-
lishment of essential reserves. To new enferprise in con-
templation, it is a warning of excessive cost not likely o be
disregarded. Taken as a whole it is final evidence, if more
were needed, of the practical incapacity of those presently
charged with the administration of Government. [Ap-

plause.]
The CHATRMAN, The time of the gentleman from New
York has expired.
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Mr. TREADWAY. Mr, Chairman, I yield the gentleman
from New York 3 additional minutes.

Mr. ENUTSON. Mr. Chairman, will the gentleman yield?

Mr. REED of New York. I yield.

Mr. KNUTSON. Right in that connection I should like to
call the gentleman’s attention to the testimony of Mr. Sargent,
on page 216 of the hearings, where he said:

Sweden had a tax on undistributed profits in 1924, which was
subsequently abandoned. In 1933 a “compensation tax” was en-
acted which applies a flat-rate tax of 25 percent in certain cases on
undistributed earnings of Swedish companies engaged solely in the
real estate and marketable securities business.

MTr. Sargent also testified to the fact that Holland has a law
just the opposite to what we are proposing here. If the gen-
tleman will indulge me, the Members of the Committee may
be interested in the fact that Holland has exactly the reverse
of the undistributable earnings tax, namely, a tax levied on
profits distributed by companies to those entitled to a share
of them, with no tax at all levied on undistributed profits.
This may be an example of the Dutch idea of inculcating
thrift in industrial companies as well as in the home.

[Here the gavel fell.]

Mr. REED of New York. Mr. Chairman, I understand
Members speaking have the right to revise and extend their
remarks.

The CHAIRMAN. That privilege has already been given.

Mr. BIERMANN. Mr. Chairman, a point of order.

The CHAIRMAN. The gentleman will state it.

Mr. BIERMANN. As I recall it, the rule under which this
bill is being considered provides that general debate must be
confined to the bill.

I call the attention of the Chair to the fact that the first
several pages of the statement read by the gentleman from
New York were confined not to the bill but constituted a par-
tisan attack on some of the high officials of this Government.
One of them was the distinguished gentleman from Iowa,
Secretary Wallace, who was represented as a reprehensible
citizen for speaking against the morality, not the legality, of
the Supreme Court’s decision which resulted in the return of
large taxes to processors.

Mr. KNUTSON. Mr. Chairman, I make the point of order
the gentleman is not stating a point of order.

Mr. BIERMANN. In Iowa for generations we have had the
highest regard for the Wallace family as cilizens and as
patriotic people. I want the Recorp fo show at this point
that the gentleman from New York in his remarks was not
only violating the rule and proceeding out of order but he
was doing unwarranted violence to the plain facts.

The CHAIRMAN. Does the gentleman from Iowa insist
upon his point of order?

Mr. BIERMANN. Mr. Chairman, I withdraw the point
of order.

Mr. MICHENER. Mr. Chairman, a point of order.

The CHAIRMAN. The gentleman will state it.

Mr. MICHENER. If the gentleman withdraws his point
of order, he concedes it has no merit. I therefore ask that
his remarks be expunged from the RECORD.

Mr. BIERMANN. Mr. Chairman——

The CHAIRMAN. For what purpose does the gentleman
from Iowa rise?

Mr. BIERMANN. I made a point of order that involved
the reference I just repeated that the gentleman from New
York was not proceeding in order in the first several pages
of his written statement.

Mr, Chairman, I renew my point of order.

Mr. VINSON of Kentucky. Mr. Chairman, if the gentle-
man will yield, I believe the gentleman from New York was
doing the best he could under the circumstances.

Mr. KNUTSON. He was just following the salutary exam-
ple set for us yesterday.

The CHAIRMAN. The Chair is ready to rule.

The genfleman from Iowa makes the point of order that
the gentleman from New York [Mr. Reen], who has just
spoken, was out of order in that he referred to a member of
the Cabinet in the discussion of this bill and in his speech.
Members of the Cabinet and, indeed, even the President of

CONGRESSIONAL RECORD—HOUSE

APRIL 24

the United States, are not sacrosanct from discussion on the
floor of the House provided the Member speaking observes
the rules of the House in not dealing in personalities and
conducts himself while speaking with proper decorum.

The Chair, therefore, overrules the point of order.

Mr. TREADWAY. Mr. Chairman, a parliamentary in-
quiry.

The CHATRMAN. The gentleman will state it.

Mr. TREADWAY. May I inquire, Mr. Chairman, in view
of the ruling of the Chair, whether the remarks of the
gentleman from Iowa will appear in the REcorp?

The CHATRMAN. The gentleman's remarks were made as
a statement of a point of order, and, of course, the remarks
will appear.

Mr. TREADWAY. May I suggest to the Chair that the
gentleman apparently withdrew his point of order.

The CHAIRMAN. The gentleman from Iowa would have
the right to withdraw his point of order, but that would not
withdraw the remarks he made.

Mr. TREADWAY. Mr. Chairman, I yield 20 minutes to
the gentleman from Ohio [Mr. LamMnNECK].

The CHAIRMAN. The gentleman from Ohio [Mr. Lam-
NECK] is recognized for 20 minutes.

Mr. RICH. Mr. Chairman, a parliamentary inquiry.

The CHAIRMAN. Does the gentleman from Ohio yield to
the gentleman from Pennsylvania for a parliamentary
inquiry?

Mr. LAMNECEK. I yield, Mr. Chairman.

The CHAIRMAN. The gentleman will state his parlia-
mentary inquiry.

Mr. RICH. Mr. Chairman, the question that came into
my mind when the gentleman from Iowa objected to crit-
icism of a Cabinet officer was whether a Member on the
Democratic side could criticize members of the Ways and
Means Committee in the drafting of this bill; if a Member
on the Democratic side of the House has the right to criticize
Members on the Republican side who make remarks in re-
gard to this bill; and if Republicans are not permitted to
say something about Democrats whether they are Members
of the House or members of the Cabinet when they are
doing things absolutely contrary to good common sense and
American principles?

The CHAIRMAN. The Chair does not think the gentle-
man from Pennsylvania has stated a parliamentary inquiry.

Mr. LAMNECK. Mr. Chairman, the remarks I shall make
today will not be made from a political angle whatsoever; I
am going to express my firm convictions in regard to this
bill.

Pirst, Mr. Chairman, I register a protest against the
chairman of the committee, who has refused to grant a
member of the committee in opposition to the bill time on
the floor.

Mr. DOUGHTON. Mr. Chairman, will the gentleman
yield?

Mr. LAMNECEK. Mr. Chairman, I decline to yield at this
time.

Mr. DOUGHTON. I dispute the gentleman's charge.

Mr. LAMNECEK. Mr. Chairman, I do not think it is proper
procedure. I think it is just as important, I would say
more important, to hear a member of the committee,
whether he belongs to the Democratic side or the Republican
side, who is in opposition to a bill.

Mr. Chairman, how can we determine the merits of a
bill unless we hear both sides of the question? Now, when a
Republican opposes this bill the claim is immediately made
that he is opposing the bill for partisan reasons. As a Demo-
cratic member of the Ways and Means Committee, I am tell-
ing you my opposition is based upon a firm conviction that
the bill is no good. [Applause.]

Mr. Chairman, I wrote my chairman a letter, and in order
not to mislead him I said, “Mr. DouvcHTON, I want 30 min-
utes to present my views”, and I said further, “I am going
to present views in opposition to this bill.” I did not want
any mistaken idea about what I was going to say. I re-
ceived no reply to that letter, but I did have a personal
conversation with the gentleman, and he advised me if I
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wanted to be heard I should go to the opposition for time—
meaning the Republican side.

Mr. DOUGHTON, Mr, Chairman, will the gentleman
yield?

Mr. LAMNECK. I refuse to yield.

Mr. Chairman, I want to thank Mr. TreapwAY for being
considerate enough to give me time to present my views.

I represent in this Congress the greatest district in America,
consisting of 400,000 people, and they expect me to pre-
sent my views here whenever the opportunity presents itself.
I know when a man is not a member of the committee many
times he has no opportunity to be heard, but, Mr. Chairman,
seriously I claim that any member of a committee—and I
do not care who he is—who wants time to present his views
either in favor of or in opposition to a bill ought to be per-
mitted to do so. [Applause.]

Mr. Chairman, this tax bill, in my judgment, is a Chinese
puzzle. I should like to see the man in this House who can
determine now what this bill really will do or what the final
effect will be. I do not think the man is living who can do
it, and I will bet there are not 25 Members of the House who
know anything about this bill. If you do not know about
it, how are you going to vote on it intelligently? [Applause.]
If we debated this bill for 6 months, there would still be a
lot to find out about it. The committee was in session con-
sidering this bill 8 or 9 weeks. I attended many sessions of
the committee. Why, they did not know from one day to
the next what the real import of the bill was. The tax
experts did not know. They would go into a huddle and say,
“What does this mean? What effect is that going to have?”
Day after day they would debate one point of the bill in
order to determine what ifs real effect was.

There are 248 pages in this bill to bring out two points.
The first point, to assess a corporate tax against earnings,
and the other fo collect from processors the windfall tax.
It took 248 pages to devise & law which would accomplish
that result. Then they talk about noi debating the bill, and
denying men in opposition the right to be heard. I am not
only complaining about myself in this case but I want to
ccmplain on behalf of every Member of Congress who wants
to be heard, especially when he is a member of the commit-
tee and is denied that right.

Mr. Chairman, we hear a lot about Jefferson these days.
Jefferson once said that when the people are well informed
and things get so far wrong as to attract their notice they
may be relied upon to set them right. I want to say if this
Congress understands the proposition and if the Members
would sometimes forget their party affiliation and their prej-
udices, they would make decisions differently than they have
been made in the past.

We are today engaged in serious business. I dare say that
if the new tax bill becomes a law it will shock the very foun-
dation of the business structure of this country.

On March 30, in addressing the House, I was not certain as
to what the real objectives of the bill were and asked the
question, Whom are we trying to reach? I have the answer
to that now, and for your information will say, on my own
responsibility, that the principal aim of this bill is to compel
the distribution of earnings of the closely held corporation,
the most striking example of which is the Ford Motor Co.
There is no escape, because if the earnings are retained in
this company in their entirety a tax of 4214 percent will be
assessed. If they are distributed to the small group owning
this company, they will be compelled to pay the individual
income tax amounting to 75 percent.

If Henry Ford should pass to the Great Beyond to receive
his reward, his estate would be assessed a tax of 70 percent
under existing law.

If he gave his property away before he passed on, he would
be assessed a tax of 521 percent under existing law. Why not
wait until the grim reaper settles the Ford question and other
business institutions similarly situated and permit them to
go forward furnishing employment for men and women and
providing an income for the families of these individuals,
because at best Mr. Ford cannot stay with us very much

longer and the results that will be accomplished under this
bill will be accomplished anyway under existing law?

Who is there among us that would say that Henry Ford
has not rendered a great public service for the people of this
country and the world?

Today, ladies and gentlemen, he is employing 180,000 men
and women directly and about a million people depend upon
him for their daily bread, and yet we are advocating a tax
plan that tends to destroy such a business institution.

I have no brief for Henry Ford whatsoever, but I am simply
pointing out the effect of the tax bill we are proposing.

I have no quarrel with the thought that taxes should be
assessed for the expenses of government based upon the
ability to pay, but I seriously object to any program that
tends to destroy not only the group at which this bill is
aimed but also to the thousands and hundreds of thousands
of small business institutions of this country, most of whom
are now in distress.

Chief Justice Marshall, in rendering the majority opinion
in the case of McCulloch against The State of Maryland,
February term of Court in 1819, said—

That the power to tax involves the power to destroy; that the
power to destroy may defeat and render useless the power to
create; * * * are propositions not to be denied.

The Congress of the United States has refrained up fo
this time from passing any tax legislation that would tend
to destroy, but I charge that this bill will destroy absolutely
thousands of business concerns of this country, and in the
remarks to follow I expect to illustrate strikingly this effect.

There is another principle involved in this tax bill to which
I want to call your attention, and that is that we attempt by
taxing methods to compel business institutions to follow our
bidding.

No such power is vested in the Constitution of the United
States. We have a right to tax for the purpose of paying
the expenses of the Government as provided for under the
Constitution but we have no right to use the taxing power
to direct the activities of legitimate business. [Applause.]

There is another result probably not intended by the
sponsors of this legislation, and that is in many cases this
tax measure will result in a capital levy. I expect to illus-
trate later on in my remarks how this will happen.

Business institutions throughout the country are greatly
concerned as to the final effects of this legislation, and I be-
lieve their fears are well founded.

I just came back from my district, and I talked to hun-
dreds of men in the last 2 or 3 days who are scared to
death because a tax bill is being proposed here.

Some of the proponents of this bill are probably proceed-
ing on the theory that all business is in a prosperous con-
dition and that when this law goes into effect they will dis-
tribute no more earnings than they are now distributing.
You will hear the argument used, I am sure, that the cor-
porations will not be required to pay any more taxes under
this bill than they do under existing law.

Who have been the advocates of this legislation? The
only persons I have heard advocating it are the experts from
the Treasury Department, none of whom, I dare say, have
ever had any business experience.

I am wondering how many Members of the House of Rep-
resentatives have ever owned a business, have ever operated
a business, have ever been responsible for a pay roll on
Saturday, and who have worried from Monday until Satur-
day to see from where the next pay roll is coming. Unless
you have, ladies and gentlemen, you do not know what
business is.

Business is a tough game, for it has many hazards, and
at the best requires self-denial, close application, long hours,
and every other trait that goes with thrift and initiative.

How would you like to be tried by a prejudiced jury that
could not see your side of the case at all, and, if they did
listen to the testimony, absolutely ignore the effect upon
you? This, ladies and gentlemen, is exactly the situation
that prevailed during the consideration of this bill.
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One commentator said that the hearings before the Ways
and Means Committee were a legislative farce and that the
bill would be entirely rewritten in the Senate. I believe this
will be the case. Why not heed that warning and write our
own tax bill and not have our eyes and ears closed to all
other proposals except those that were suggested by some-
one else?

Mr. Chairman, I am told that the man who is really
responsible for this bill is a man by the name of David C.
Coyle. Whoever heard of him? Whose duty is it to write
a tax bill? Whoever heard of Coyle? I never did.

It is our duty to write a tax bill. [Applause.] The Ways
and Means Committee should write a tax hill, and, when we
go into session to consider a tax bill, I claim that every
proposition that will tend to raise revenue and not hurt
the taxpayer should be considered by us, and the best tax
bill possible should be passed.

The proposed tax bill is unfair in many of its provisions.
It plays favorites. It penalizes business institutions that
are prevented by law from paying dividends. It penalizes
businesses who have contractual obligations. If penalizes
certain lines of industry to a greater extent who do not
have State laws to prevent their paying dividends and who
have no contractual obligations not to pay them. It will
seriously interfere with the credit of corporations now in
existence. Banks will be compelled to be more strict in
extending credit to corporations whose financial standing
is not of the best, because of the severe penalties provided
under this tax measure.

It will tend toward monopoly. It will prevent weak cor-
porations and those with impaired capital from rebuilding
their capital structure which has been terribly depleted
during the depression. It will prevent the accumulation of
the necessary surplus for the rainy day to pay dividends
during the depression, to keep men employed during the
depression years; it will prevent business from accumulat-
ing earnings for plant improvement and for developments
generally. It will tend toward overcapitalization; it advo-
cates a policy exactly opposite to our past history of saving
and paying our debts.

This bill will not produce the revenue its sponsors claim.
It will have a tendency to make corporations pay dividends
in the year following the time they are earned and I actu-
ally believe in the year 1936 the revenue will be less than
under existing law.

This point has been very strikingly illustrated in the
testimony of the distinguished gentleman from Indiana
[Mr. PETTENGILL].

Here is a company, and I do not think there is any secret
about this, the American Can Co.—you have all heard of
jt—in 1935 they made a profit of $17,310,303. They paid out
in dividends $15,256,321, or 88.13 percent of their earnings,
and why? They had no bonded debt. They had no bor-
rowed money from the banks. They could pay it all out and
it would not hurt them at all. Now, what is going to happen
to this company? They will distribute all their earnings,
they will not pay any tax, and if the stockholders are in the
lower brackets the Government will lose from 6 to 10 percent.

Mr. VINSON of Eentucky. What about the corporation?

Mr. LAMNECK. Here is another company, the Anaconda
Copper Mining Co. This company made $11,180,087 last
year and did not pay any dividends. Why? Because they
had an outstanding indebtedness of $83,077,000, and if the
president of that corporation or its board of directors had
advocated the payment of a dividend, they would have
taken them over to some insane asylum; and yet we propose
to say to that company, “If you make $11,000,000 in 1936
and do not distribute dividends you will pay a tax of 425
percent.”

Mr. VINSON of Eentucky. Mr. Chairman, will the gentle-
man yield there?

Mr. LAMNECEK. I know what the gentleman is going to
say. He is going to say that we only tax them 22.5 percent,
but the gentleman does not know that this company has a
surplus of $48,163,651 and funded debt and bank loans of
$83,077,000.
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Mr. VINSON of Eentucky. If you have a surplus of
$48,000,000 and owe $83,000,000, you have a deficit there of
$35,000,000 according to your own statement.

Mr. LAMNECK. I am not talking about the assets. I am
stating that the funded debt of this company is $83,000,000
and they have a surplus of $48,000,000.

Mr. VINSON of Kenfucky. If you have a funded debt of
$83,000,000 and a surplus of $48,000,000, 48 from 83 would be
$35,000,000, and if you would amortize that over a period of
5 years you could put $7,000,000 of your $11,000,000 in net
income to the payment of that debt at a rate of 22.5 percent
and the other $4,000,000 would be distributed under this
plan,

Mr. LAMNECE. You could do that under certain condi-
tions, but it would not apply to this company.

Mr. VINSON of Kentucky. How old is your debt? It is
certainly more than 3 years old.

Mr. LAMNECEK. I refuse to yield any further.

Now, here is another company, B. F. Goodrich Co., which
in 1935 made $3,429,000 and did not pay any dividends, and
they were wise in not paying them, because they owed
$37,000,000.

Here is another company, Bethlehem Steel Corporation,
which made $11,509,020 and paid out $3,268,604, or 28.4 per-
cent, and the reason they did not pay more was because they
had a funded debt of $98,000,000.

Here is Armour & Co. which made $9,000,000 and paid
$7,000,000, or nearly 75 percent of their earnings in dividends,
and the reason they could do that was because they had a
surplus of $49,000,000.

Now, I presume I have called attention to enough of these
concerns to illustrate my point.

I want to call to your attention the actual conditions in
which certain business institutions find themselves. Here
is a company that in 1931 lost $496,5621; in 1932, $830,447; in
1933, $742,340; in 1924, $138,840; and in 1935, $549,716.

In addition to this, they owe in back interest on their
bonds $669,101.64. Any sound executive running this com-
pany when earnings are again made would not pay a divi-
dend, and if that policy were pursued the tax bill now under
consideration would assess a penalty of 4215 percent against
such corporation; and if their earnings in the succeeding
5 years should equal their losses in the last 5 years, it would
take this company approximately 10 years to have the same
financial standing as they had in 1931, and they would still
be behind with interest of over $669,101.64, the amount to
which I referred above.

I want to call this case to the particular attention of the
Democratic chairman of the Rules Committee and the other
Members from New York City because this company is lo-
cated in that city.

My next illustration is a concern in Cleveland, Ohio. I
call this to the particular attention of my Democratic col-
leagues, the Honorable MARTIN L. SWEENEY, ROBERT CROSSER,
and also my distinguished colleague, the Honorable CHESTER
BOLTON. -

This company lost in 1931, $2,770,712.24; and in 1932,
$3,771,14729; in 1033, $3,168,580.28; in 1034, $1,183,147.10;
and in 1935, $2,911,735.61.

It goes without saying that any executive who would ad-
vocate the distribution of dividends running this company
would be fit for the insane asylum. Yet, we say, if you at-
tempt to rebuild your capital structure by applying all your
earnings your penalty is 4215 per cent; and, again, if the
earnings in the succeeding 5 years were equal to the losses
in the last 5 years, it would take 10 years before this company
would hope to have the same financial status as in 1931.

If the earnings in the next 5 years are equal to the losses
in the last 5 years, and we assess the tax of 42.5 percent, it
will take until 1946 before this company will be in the same
financial status it was in at 1930.

I might further say that this company had decreased its
surplus about $21,000,000 since 1926, running a plant during
the depression, keeping men employed at a great loss.

I know competitors of this particular company who have
plenty of surplus who distribute more than 70 percent of
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their earnings, and will continue to do so, who are delighted
that Congress, by legislation, will force into bankruptey a
substantial competitor.

I wish I had the time to go over this list I have here of
companies that have distributed more than 70 percent of
their earnings and will continue to do it. They are de-
lighted that the Congress of the United States is passing
a tax bill which will put these sick corporations out of
business.

The next company I want to call to your attention is a
company located in Michigan 40 or 50 miles from Toledo,
Ohio. In 1929 they lost $155,875; in 1930, $332,548; in 1931,
$204,535; and in 1932, $292,349.

If this company attempted to rebuild their losses for the
4 years mentioned they would be taxed 42, percent, and,
again, if the profits for the succeeding 4 years were equal
to the losses in the last 4 years, it would take approximately
8 years to rebuild its capital structure.

Another company in Philadelphia in 1929 lost $351,046;
in 1930, $732,843; in 1931, $663,353; in 1932, $317,618; and
in 1933, $204,967.

If this company attempted to rebuild their capital struc-
ture they would be taxed 42% percent, and it would take
the same length of time as that applying to the other cor-
porations.

Another corporation in Ohio in 1931 lost $300,000; in 1932,
$400,000; in 1933, $80,000; in 1934, $400,000; and in 1935,
$200,000.

This company, in addition to the losses from their opera-
tion, have preferred-stock dividends not paid of $31.50 a
share, The number of shares outstanding is 16,589.

Here is a large construction industry in Philadelphia that
lost in 1932, $1,019,875; in 1933, $1,362,111; in 1934, $517,-
219; and in 1935, $623,792.

Who would say that this company should pay dividends,
and who would say that any penalty should be applied
against this company with the experience they have had?

Another company, located in Toledo, Ohio—I call to the
particular attention of my colleague the Honorable WARREN
J. DurrFEY—in 1931 lost $4,495,796.96; in 1932, $3,847,638.40;
in 1933, $2,815,959.89; in 1934, $121,485.88.

What justification is there for penalizing this company for
trying to rebuild its capital structure?

Another company, located in Wheeling, W. Va.—which I
desire to call to the attention of my colleague the Honorable
RoeerT L. Ramsay—Ilost in 1931, $3,415,443; in 1932, $3,315,-
637; in 1933, $249,079.

Here is a company that, in addition to having had these
tremendous losses, was required to refinance and have a con-
tract not to pay dividends; and yet the tax bill we propose
increases their taxes 50 percent.

Another company in Virginia I call to the particular at-
tention of my colleague the Honorable CLirron A. WOODRUM.

This company lost in 1932, $193,605; in 1933, $326,114; in
1934, $78,695; and in 1935, $8,923.

Should this company be penalized to the extent of 42%
percent when it attempts to put its house in order?

There is another company located in Virginia, a compara-
tively small company, lost in 1932, $21,13457; in 1933,
$19,975.93; in 1934, $12,044.15; and in 1935, $6,334.91,

The losses entailed by this small company are in excess of
its total preferred stock outstanding. Fortunately it had
some surplus and is still in the game, but the president of
the company advises that if the bill is passed it will mean
absolute ruination for them.

Another company in Ohio—I call to the particular atten-
tion of the Honorable Frank L. Krogp—lost in 1931, $1,414,-
128.63; in 1932, $890,536.68; in 1933, $646,893.94; in 1934,
$490,825.94; and in 1935, $538,707.57.

This company has continued to operate and has reduced
its surplus over $4,220,000. Practically all this went in the
pay envelopes of men and women employees of this com-
pany.

Shall we penalize such a corporation that has been pa-
triotic enough to assist with all its power in carrying us
through this terrible depression?
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I think I have fllustrated the effect that this tax bill will
have upon corporations whose financial standing is not of
the best, and I dare say that this will apply to at least 75
percent of the business institutions in this country. If will
mean more receiverships than we have had at any time
within our history, if for no other reason than the fact that
our tax bill provides that a corporation in receivership shall
pay a tax of 15 percent, while a corporation, probably in
just as bad a shape not wanting to go into receivership,
would have to pay 22% percent, or 4215 percent, as the
case might be,

The CHAIRMAN. The time of the gentleman from Ohio
has expired.

Mr. TREADWAY. Mr. Chairman, I yield to the gentle-
man 10 minutes more, but I suggest that he yield to the
gentleman from New Hampshire [Mr. Tosey] for a state-
ment.

Mr. LAMNECK. I yield.

Mr. TOBEY. Mr. Chairman, the gentleman made the
statement a few moments ago that David Cushman Coyle
was the real author of this new tax bill, and he asked who
ever heard of him. I, a Republican, have heard of him,
and I will tell the House who he is. He has been one of the
leading members of the “brain trust” of this administration
for the last 3 years and associated with Mr. Tugwell. He
is the same man who made the statement to 4,000 trained
nurses in convention assembled in the Auditorium in Wash-
ington 2 years ago that saving for a rainy day and thrift
are out of date; that saving for a rainy day only makes it
rain all the harder. He is the same man who wrote a book
published last November, in which he said that what this
country needs to bring it back to prosperity is to raise and
spend annually $50,000,000,000, this huge sum to be raised
not by inflation but by taxation of income. In considera-
tion of the fact that the total income of the country was
only 45 billions in 1934 this statement may be cited as
part of the asinine philosophy of the theorists now advising
the present administration—unsound philosophies and theo-
ries which make thoughtful men and women cry out, “How
long, O Lord, how long?” [Laughter and applause.]

Mr. LAMNECK. I stated earlier that this bill would mean
a capital levy in many cases. Assuming that a corporation
owed a bank $50,000 which was borrowed today for working
capital and at the end of the year they made $50,000 and
took it over to pay the bank, the Government would assess
a tax of 4215 percent against this corporation and the cor-
poration would either have to borrow $21,250 or take it out
of its capital, if it had any.

I claim that instead of passing a law increasing the tax
rate on these sick corporations, as we do under this measure,
we should at the worst leave it as it is and if there is a
possibility of doing it, we should reduce the tax rate.

Another feature of this legislation I want to discuss for
a moment or two is the so-called “windfall” proposal. This
provides for a levy against the taxes assessed against
processors not paid when the Triple A was declared uncon-
stitutional, the rate to be 80 percent. Some processors
passed the tax on to the consumers and others did nof.
The group that were not able to pass it on are the small
independent pork packers who process about half of the
pork in the United States. They have lost money from the
day the processing tax was assessed, caused by the process-
ing tax, the drought, and the decreased consumption of the
American people.

If this bill, as proposed, is passed, it will put out of busi-
ness a great majority of over 1,100 pork processors and will
leave the packing industry practically in the hands of the
large monopolistic group.

I do not know how you feel about it, but I cannot go along
on a bill that may put out of business over 1,100 business
concerns and destroy the possibility of employment for the
group now employed in this industry.

I have quite a number of these packing houses in my
congressional district, the largest one owing in processing
taxes $930,565.29; their total available gquick assets, includ-
ing cash, accounts renewable, and product on hand and




6088

consigned to brokers, is $1,298,000. If the Government col-
lects this tax, it will mean that the total quick assets of this
company must be sold to pay the tax lien. This company
has been in business for some 50 years—it has always made
money until the processing tax went into effect.

I urge you, ladies and gentlemen, to give serious consid-
eration to this feature of the bill before casting your vote.

In conclusion, the claim that is made for this legislation
is that it will cause a greater distribution of earnings that
can be taxed and which are now exempt from normal tax.
Second, that it will put in the channels of trade greater pur-
chasing power. Now let us analyze that for a moment. The
total net income of all corporations in 1921 was nothing; in
1922 it was $4,400,000,000; in 1923 it was $5,800,000,000; in
1924 it was $5,000,000,000; in 1925 it was $7,000,000,000; in
1926 it was $6,800,000,000; in 1927 it was $5,900,000,000; in
1928 it was $7,600,000,000; in 1929 it was $8,100,000,000; in
1930 it was $1,400,000,000; in 1931 the loss was $3,100,000,000;
in 1932 it was $5,400,000,000; -and in 1933 it was $2,400,-
000,000.

To put it in another way, the total net income of all the
corporations in the United States during this 13-year period
was $41,100,000,000. The total dividends paid out was
$50,700,000,000. In other words, the corporations of this
country distributed to its stockholders $9,600,000,000 more
money than they earned during the most prosperous period
of our history.

How then can the argument be used, based upon this
record, that in a like period in the future that a greater
distribution of dividends will be made?

I want some proponent of the bill to answer that inquiry.

The claim is also made that the corporations in the past
have paid out on an average of about 30 to 35 percent of
their earnings. Let us analyze this statement for a moment.

In 1924 the corporations distributed 51.1 percent of their
earnings; in 1925, 49.2 percent; in 1926, 54.8 percent; in
1927, 60.4 percent; in 1928, 57.1 percent; in 1929, 59.9 per-
cent; in 1930, 87.3 percent; in 1931, 88.9 percent; in 1932,
947 percent; in 1933, 75.5 percent.

The average for the 10-year period has been 67.9 percent,
showing about a 50-percent distribution in normal times, and
from 76 percent to 95 percent in the depression period.

If you pass this tax bill and you do distribute more profits,
they will not be able to pay out 76 percent or 80 percent or
95 percent when we have a period of hard times again.

If the new tax bill becomes a law, I want to know where
the money is coming from to operate these plants. The rec-
ord shows that all the corporations combined during the
depression period lost, in 1931, over three billion; in 1932,
over five billion; and in 1933, nearly two and one-half billion.

Ladies and gentlemen, we should not permit this legisla-
tion to be settled on the basis of our political affiliations. A
tax bill that is against the general welfare of the public
should be defeated regardless of its origin or regardless of
its sponsors. It should be approved if it is equitably assessed
and does no particular harm to the taxpayer.

On the other hand, if it “kills the goose that lays the
golden egg”, we should not vote for it to become a law. I
hope that this bill can be decided upon its merits, regardless
of party. We need a tax bill. We should have had a tax bill
long ago, and I am for a tax bill that goes much further
and one that will raise more revenue than this bill, but I
cannot reconcile myself to a piece of legislation that I think
will mean destruction of the business interests of this coun-
try, without which there can be no prosperity. [Applause.]

Mr. DOUGHTON. Mr. Chairman, I yield myself 5 min-
utes. I do this to make a brief, dispassionate statement in
answer to the impassioned statement made by the gentle-
man from Ohio [Mr. LamNeck], with reference to his request
for time to discuss this tax bill. A part of the statement
is correct, and as to a part of it there is a misunderstand-
ing, for I would not say that the gentleman would deliber-
ately make a misstatement; I have too high a regard for the
gentleman to make such an assertion. Sometime before
the time for general debate was agreed upon, according to
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my recollection, before the bill was reported out of the com-
mittee, I received a letter from the gentleman from Ohio
requesting that I give him 30 minutes’ time to speak in oppo-
sition to the bill. Af that time, as I stated, no agreement
had been reached as to the time for general debate. Of
course, I was not in position fo say to anyone how much
time he could have, not knowing how much time I could
even have myself. When the time was fixed I thought I
would answer his letter, after I had ascertained how much
time would be allowed by the House. Later the time was
arranged. After the time had been fixed by the House, I
saw the gentleman on the floor of the House, and I forget
whether he spoke first to me or whether I did to him. I
think I approached him about the matter, about his writ-
ing to me requesting time. It was known then that there
were to be 16 hours of general debate in which to discuss
the bill, with the understanding, when the permission was
obtained, that one-half of the time was to be occupied by
those favoring the bill and one-half the time by those op-
posed to the bill, the time of those favoring the bill to be
under my control and the time for those opposed to the hill
to be in the control of the gentleman from Massachusetts
[Mr. TreaApwAY]. We have 18 majority members on this
side on the committee. Divide by 18 the 8 hours we have,
and, if T am correct, it will give 25 minutes to each. How
would I have been justified in giving any one member of
the committee, especially not a member of the subcommittee,
more than the average member of the committee, until I
knew what requests would come from other members of the
committee? I stated to the gentleman from Ohio in our
conversation, because I was very careful to know what I
was saying, when we talked about the time on the floor of
the House, that inasmuch as there were only 8 hours on a
side, I thought it would be better for him to get his time, if
he was going to oppose the bill as he had written he was,
from those who controlled the time in opposition to the
bill. I did not refuse to let him have the time. I said I
thought it would be better for him to get it from the gentle-
man from Massachusetts., I further stated to him that if
there were Members on the minority side who desired to
speak for the bill, if Mr. TrEADWAY would give them time,
then I would give him time.

That was the last I heard about it and the last said about
it. In view of the fact that there are almost three times as
many members on the majority as on the minority side of
the committee, if anyone thinks that I should have taken
more than his proportionate share and given him 30 minutes,
then I suggest that that would have left only 24 minutes
each to the other 17 members of the committee. Does any
fair-minded man on this side or on the other side of the
Chamber believe that I have done anything wrong about it?
If he does, I will be glad to have him stand up and say so.
Mr. Chairman, I have been chairman of this committee
almost 4 years, and up to this time this is the first, so far as
I know, that any member of the committee, majority or mi-
nority, has intimated that I have not been perfectly fair to
every member of the committee and granted each every
courtesy to which members were entitled.

Mr. Chairman, I yield 30 minutes to the gentleman from
Tennessee [Mr, CooPER].

The CHAIRMAN. The gentleman from Tennessee is rec-
ognized for 30 minutes.

Mr. BIERMANN. Mr. Chairman, will the gentleman from
Tennessee yield to me?

Mr. COOPER of Tennessee. Yes.

Mr. BIERMANN. The gentleman from Ohio [Mr. Lam-
wEck] made the statement, if I heard him correctly, that if
a corporation borrowed $50,000 now and during the year
made a profit of $50,000, then in order to pay back that
$50,000 to the bank it would have to borrow $21,250 to pay
the taxes under this bill, Is that correct?

Mr. COOPER of Tennessee. No: I do not think so.

Mr. BIERMANN. What would be the sifuation of a com-
pany borrowing $50,000 and making a profit of $50,000 dur-
ing the current year? What would that company have to
pay in taxes?
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Mr. COOPER of Tennessee. Of course, I cannot at the
moment answer the question without having opportunity to
figure it and know what other factors would enter info if,
but I feel reasonably sure that no situation similar to that
would result.

Mr, Chairman, it has been rather interesting to observe the
line of attack made by the opponents of this bill. These at-
tacks have consisted of meaningless generalities. Nobody
who has thus far spoken in opposition to the bill has under-
taken to analyze the real purposes to be accomplished by
the bill, or has in any sense shown wherein these are not
worthy and desirable purposes.

Mr. ANDREWS of New York. Will the gentleman yield?

Mr. COOPER of Tennessee. I yield.

Mr, ANDREWS of New York. Has anyone who has spoken
for the bill analyzed more specifically and more correctly
the bill than the gentleman from Ohio [Mr. LamMneck], who
has just concluded?

Mr. COOPER of Tennessee. Yes. Of course, every man
is entitled to his own opinion; but I think the analysis made
of the bill yesterday by the chairman of the committee, and
certainly by the chairman of the subcommittee, is far su-
perior to any analysis or any consideration given by the
gentleman from Ohio or any other Member who has spoken
on the bill. [Applause.]

In passing, I might observe that I do not think our dis-
tinguished friend from Ohio [Mr. LamnEck] is in any sense
justified in the remarks he made or the position he took to-
ward the chairman of the Committee on Ways and Means.
I feel that I voice the true sentiment and feeling of every
member of that committee, both the majority and the minor-
ity sides, when I say there could not be found a man who
has been fairer or more considerate of all members of that
commiftee than our distinguished chairman the gentleman
from North Carolina [Mr. DovcaToN]. [Applause.]

The gentleman from Massachusetts [Mr. Treapway], the
ranking minority member, invited a comparison of the two
reports filed on this bill—the majority and the minority re-
ports. I cheerfully join with him in that invitation. Any
fair-minded or reasonable person who will analyze the ma-
jority report and then analyze the minority report cannot
fail to reach the conclusion that the majority report is far
superior to the minority report, or that there is not any
basis for comparison at all. The majority report on this bill
undertakes to give an analysis of the bill itself for the con-
venience of the Members of the House who are to study the
measure in determining their position on it. The minority
report is simply a statement of meaningless generalities, and
for all practical purposes is nothing more than a partisan
political speech.

Mr. JOHNSON of Texas. Mr. Chairman, will the gentle-
man yield?

Mr. COOPER of Tennessee. I yield.

Mr. JOHNSON of Texas. The distinguished gentleman
from Massachusetts [Mr. TrReapway] who criticized the com-
mittee for not permitting the Republicans to write the bill,
was short-sighted in his recollection with reference to his
own party, when the tariff bill was written, when they not
only excluded Democratic members from writing the bill,
but brought it in under a closed rule, whereby no amend-
ments could be offered to the bill on the floor of the House.
The present bill is brought in under an open rule and is open
to amendment.

Mr. COOPER of Tennessee. This bill is here under the
general rules of the House. No rule was applied for by the
Ways and Means Committee,

Since the gentleman has mentioned that point, it might
be worthy of some note to remind ourselves of the situation
that actually existed during the consideration of the so-
called Hawley-Smoot tariff bill. That was my first experi-
ence as a Member of Congress. I had just arrived as a
Member of this body, serving in the special session called
shortly after the inauguration of President Hoover. I shall
never forget the impression that was made on me by the
consideration given that bill. In the corridors of the old
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House Office Building, for a block in each direction from
the old Ways and Means Committee room, you could not go
along the hallway for the lobbyists swarming there fo write
a high protective-tariff bill in their own interests and for
their own welfare.

Mr. BACHARACH. Mr. Chairman, will the gentleman
yield?

Mr. COOPER of Tennessee. That condition existed
throughout the consideration of that bill.

I yield to the gentleman from New Jersey.

Mr. BACHARACH. Was the gentleman a member of the
Ways and Means Committee at that time?

Mr. COOPER of Tennessee. I was not a member of the
Ways and Means Committee. -

Mr. BACHARACH. I rather thought the gentleman was
not, because the gentleman is not stating the facts, as a
matter of fact.

Mr. COOPER of Tennessee. Well, I beg the gentleman’s
pardon, but I know it is a fact.

Mr. BACHARACH. I happened to be a member of that
committee at that time.

Mr. COOPER of Tennessee. I happened to be a Member
of Congress, and I passed there every day going to my office.
I had to wind my way through those lobbyists swarming in
the hall around the Ways and Means Committee room while
you were preparing that bill. [Applause.]

Mr. BACHARACH. I am very sorry, because I have a great
regard for the gentleman from Tennessee, but I want to say
that, insofar as either the Democratic or Republican mem-
bers of that committee were concerned, they were just exactly
the same standard as they are today, and I do not think any
member, be he Republican or Democrat, could have been
influenced by a lobbyist, and I know that with Mr. Garner
on that committee, no lobbyist would be allowed to go around
near the Ways and Means Committee room or any other
room. [Applause.]

Mr. COOPER of Tennessee. Has the gentleman forgotten
the fact that it was a maftter of common knowledge and
charged on every hand——

Mr. BACHARACH. Just the same as you are being charged
today——

Mr. COOPER of Tennessee. That Joe Grundy, of Penn-
sylvania, and his cohorts controlled the writing of that bill?
Has it also been forgotten that it was shown without doubt
that a Republican Member of the Senate carried a lobbyist
into the committee room with him when the bill was under
consideration in the Senate?

Mr. BACHARACH. I wish the gentleman would name the
lobbyist.

Mr. COOPER of Tennessee. It is a matter of common
knowledge that former Senator Bingham, of Connecticut,
was criticized generally for having done that., The gentle-
man'’s memory is far too short.

Mr. BACHARACH. No; no. My memory happens to be
perfect, because I happened to be a member of that commit-
tee and the gentleman from Tennessee was not.

Mr. COOPER of Tennessee. But I happened to be a Mem-
ber of Congress, and I am stating the impression that was
made upon me.

Mr. BACHARACH. I think it is a serious reflection on the
Democratic members of the Ways and Means Committee at
that time, just the same as it is a serious reflection on the
Republican members of the Ways and Means Committee.
I am in earnest about this bill. I do not believe any member
of the Ways and Means Committee at any time during the 22
years I have been a Member of Congress could be influenced
by any lobbyist or anyone else.

Mr. COOPER of Tennessee. The gentleman is entitled to
his opinion, but the fact remains the lobbyists were there in
swarms, and everybody who was here then knows this to be
true.

We have heard criticism of the method of drafting this bill,
criticism because the majority members wrote the bill. The
Republicans did the same thing on the tariff bill. The Demo-
cratic members were locked out, not allowed to participate at
all. The Republicans wrote the bill.
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The gentleman from New York criticized the bill because
he said it was not fairly considered in the committee. The
statement was made here yesterday by the distinguished
gentleman from Washington, who was a member of the Ways
and Means Committee during the consideration of the
Smoot-Hawley tariff bill, that that bill was brought in and
laid down on the table, and without reading a line or exam-
ining a word of it the Republican members voted it out.
That is the situation.

Mr. REED of New York. Mr. Chairman, will the gentle-
man yield?

Mr. COOPER of Tennessee. I yield.

Mr. REED of New York. Does the gentleman dispute the
fact there never was a hearing on this bill until it was laid
before the committee 2 days before it came to the floor of the
House?

Mr. COOPER of Tennessee. I have not made any such
statement as that.

Mr. REED of New York. The only hearings were upon a
subcommittee report, a subcommittee unable to agree upon a
bill.

Mr. COOPER of Tennessee.
full committee.

Mr. REED of New York. Then the full committee came
in and testimony was taken on a subcommittee report.

Mr. VINSON of Kentucky. The gentleman’s statement
about the committee being unable to agree upon the report is
not borne out by the subcommittee’s report itself.

Mr. COOPER of Tennessee. The gentleman’s memory is
too short, much shorter than I ever thought it was. The
real truth is that the President’s message was referred to the
Ways and Means Committee. Within an hour after the
committee received that message the chairman called a
meeting, and the full committee met. After free and open
discussion the matter was referred to the usual standing sub-
committee on taxation. This subcommittee immediately be-
gan work and continued for 3 weeks, day after day and
sometimes at night, and then formulated a report, made a
written report to the full committee, covering nine-tenths of
this bill as it appears here today. On that report hearings
were held before the full committee, all members having free
opportunity to participate in the hearings. Everybody was
given an opportunity to appear and make any statement they
saw fit as to their attitude on the proposals contained in this
report.

Mr. REED of New York. Mr. Chairman, will the gentle-
man yield?

Mr. COOPER of Tennessee. In a moment. On the tariff
bill the gentleman talks about there was not any bill, there
was not any report, there was not anything upon which
hearings were held; and after the hearings were closed, the
Republican members assembled behind closed doors and
wrote the bill.

Mr. REED of New York. I accept the gentleman’s apol-
ogy, because he has stated exactly what I stated, that there
was no public hearings held on this bill and nobody ever saw
this bill until the day before it was introduced.

Mr. VINSON of Kentucky. Mr. Chairman, will the gen-
tleman yield?

Mr. COOPER of Tennessee. I yield.

Mr. VINSON of Kentucky. What revenue bill has ever
been prepared by Congress where the bill preceded the
hearings?

Mr. COOPER of Tennessee, Directing my remarks to the
gentleman from New York, this revenue bill was drawn in
the way all revenue hills are drawn; it is the only way a
revenue bill ever has been drafted.

Mr. REED of New York. I am talking about this particu-
lar bill. The only statement I made which has been chal-
lenged is the fact, as I stated here, that no hearings were
held upon this bill, that the bill was not introduced until just
before it came to this House.

Mr. WADSWORTH. Mr, Chairman, a point of order.

The CHAIRMAN. The gentleman from New York will
state the point of order.

The hearings were before the
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Mr. WADSWORTH. Mr. Chairman, my understanding of
the rule governing .the proceedings of the Committee in the
consideration of this bill is that remarks shall be confined
to the bill itself.

The CHATIRMAN. The gentleman is correct.

Mr. WADSWORTH. I have waited 17 minutes to hear
the gentleman from Tennessee discuss the bill.

The CHAIRMAN. The gentleman will proceed in order.

Mr. VINSON of Kentucky. Mr. Chairman, will the gentle-
man yield?

Mr. COOPER of Tennessee. I yield.

Mr. VINSON of Kentucky. It has been the practice for
more than 15 years, and according to Mr, Beaman, of the
legislative counsel, there never has been a tax bill intro-
duced first and hearings held upon the tax bill. We have
pursued the usual course in this instance.

Mr. WADSWORTH. Mr. Chairman, a point of order.

The CHAIRMAN. The gentleman will state it.

Mr. COOPER of Tennessee. Mr, Chairman, I want to be
heard on the point of order.

Mr. WADSWORTH. Mr. Chairman, I repeat the point
of order I made a moment ago. I am not deterred from
repeating it by the remarks of the gentleman from Kentucky.
My point of order is that discussion must be confined to the
bill. How long are we to wait until we get a discussion of it?

The CHAIRMAN. The gentleman from Tennessee had
yielded to the gentleman from Kenfucky. The Chair
assumes the gentleman from Kentucky has now finished.

The gentleman from Tennessee will proceed.

Mr. McCORMACEK. Mr. Chairman, will the gentleman
yield?

Mr. COOPER of Tennessee. I yield to the gentleman from
Massachusetts.

Mr. McCORMACK, Whether or not Republican members
of the subcommittee were present at these executive meet-
ings of the committee——

Mr. WADSWORTH. Mr. Chairman, again I repeat my
point of order. The gentleman’s remarks are not relevant
to the bill.

Mr. COOPER of Tennessee. Mr. Chairman, I desire to be
heard on the point of order.

I have the right to discuss the bill as I think proper.

The CHAIRMAN. The Chairman overrules the point of
order. The Chair thinks the argument is legitimate.

Mr. COOPER of Tennessee. I yield to the gentleman from
Massachusetts.

Mr. McCORMACK. My question is whether or not it is
not a fact the Republican members of the subcommittee also
participated in the preparation of this report?

Mr. COOPER of Tennessee. That is absolutely true, and
I invite the gentleman’s attention to this language.

Mr. McCORMACK. I am acquainted with it, but I think
it would be interesting for our colleagues to know what the
language is.

Mr. COOPER of Tennessee. The report made by the full
subcommittee, consisting of four Democratic Members and
three Republican Members, is this:

This report embodies the recommendations of the subcommittes
of the Ways and Means Committee to the full committee with
to the taxation of undistributed Income of corporations,
elimination of the present corporation tax, termination of the
capital-stock tax and excise-profits tax, imposition of taxes on un-
Just enrichment occurring as a result of the nonpayment of excise
taxes and related matters. The recommendations submitted here-
with contemplate only such changes in the Revenue Act of 1934,
as amended, as are necessary to carry out the policies herein set
forth.

That is the report of the full subcommittee to the Ways
and Means Committee, and there is not a line in it indi-
cating there was any disagreement on the part of any mi-
nority Member, nor were there minority views filed. As I
endeavored to point out a few moments ago, this bill as it
stands today conforms to that subcommittee report in nine-
tenths of its provisions.

‘We hear a lot of criticism raised here about the procedure
employed for the consideration of this bill, which reminds
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me of the old saying that we have heard repeated so many
times with reference to the experience of lawyers around the
court room: “When the law is against you, talk about the
facts. When the facts are against you, talk about the law.
When both the law and the facts are against you, just raise
hell in general.” [Applause.]

That just exactly describes the attitude of the opponents
of this bill. In their minority report they make a purely
partisan and political speech, and that is all there is in it.

Mr. Chairman, this bill, as has already been indicated
here, is in response to the message of the President of the
United States sent to Congress on March 3. In that message
the President stated:

On January 3, 1936, in my annual Budget message to the Con-
gress, I pointed out that without the item for relief the Budget
was in balance. Since that time an important item of revenue
has been eliminated through & decision of the Supreme Court, and
an additional annual charge has been placed on the Treasury
tAl:zlt':ough the enactment of the Adjusted Compensation Payment

I simply invite attention to the fact that all of the addi-
tional revenue provided in this bill is for the purpose of pay-
ing the farmers and the soldiers of this country. That is
the entire situation that we have here today.

Mr. Chairman, there are $500,000,000 needed for the new
farm program and $120,000,000 a year for payment of the
adjusted-service certificates of the veferans. This makes
$620,000,000, which is the permanent revenue provided for
in-this bill. In addition there are $517,000,000 needed for
the outstanding contracts and obligations that the Govern-
ment now owes to the farmers under the old A. A. A.
Divided up into 3 years this would be $172,000,000 a year
which is necessary to pay these farmers what the Govern-
ment has contracted and agreed to pay.

In this bill we provide a windfall tax which is estimated
to yield $100,000,000 and a capital stock tax which is esti-
mated to yield $83,000,000. This makes a total of $183,-
000,000 to take care of the $172,000,000. The President says
this revenue is needed. The opponents of this bill come
along and in one breath argue that the bill will not produce
any revenue, and then in the next breath they argue that
it will destroy and ruin the business of the couniry. How
in the world is it going to do both things at the same time?
If it does not produce any revenue it cannot hurt anybody.
If it does produce the revenue, why, of course, it will pro-
vide the funds that are needed as indicated in the Presi-
dent’'s message. Our distinguished friend from Ohio who
preceded me in the discussion of this bill had much to say
in general terms about the bill. My very warm personal
feeling for him precludes me from saying anything further
than to point out the fact that in this instance he is fol-
lowing his rather consistent course of opposing practically
all measures proposed by this administration as well as most
other measures that come along.

Now, let us bear in mind that the President said addi-
tional revenue was needed. Where should we look for this
revenue? That occurs to me to be the first question that
we should ask ourselves. I want to mention a few points
in this connection. Does anybody think that the personal
income-tax rates should be raised if by merely making the
present rates effective, which means stopping their evasion,
the additional revenues required may be obtained?

If the Government is going to get more revenue it has to
come out of somebody’s pocket. Unless Congress takes a
part of his capital, no taxpayer can pay taxes except out of
one of four kinds of receipts. That is, business profits, wages
and salaries, interest and rents. It must be from one of those
four sources. If any one of these four items is expanding
rapidly at this time and the others are not, does not the
avoidance of undue hardship require that the added tax
burden be put upon that item which is increasing?

I understand there is a group of 161 corporations or indus-
trial institutions, including railroads, utility companies, and
so forth, used as representative by the Standard Statistics to
indicate the trend of corporate profits. Without correction
for seasonal variations, these 161 companies had earnings
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during the third quarter of 1935, 56 percent in excess of those
for the like quarter of 1934, and the unrevised figures for
their earnings during the fourth quarter of 1935 show an
increase of more than 132 percent over their earnings for
the fourth quarter of 1934. When corrected for seasonal
variations, the corresponding percentages of increase are
69 percent and 117 percent. These figures indicate that the
rising tide of corporate earnings is now flowing in full stream
into the profit accounts of corporations.

I want to ask you whether there has been a corresponding
and proportionate increase in wages and salaries, interest,
and rents? Has it not always been true, just as it is now,
that it is a considerable time after business profits increase
before there is a corresponding and proportionate increase
in wages and salaries, interest, and rent; and if that is so,
would it not be premature to impose a heavier burden on
personal incomes generally as opposed fo a heavier tax on
business profits as such? I would therefore submit that the
plan presented by the President is the plan that should be
adopted and it is to that source we should look for additional
revenue.
y‘l:fdr. McCORMACK. Mr. Chairman, will the gentleman

?

Mr. COOPER of Tennessee. I yield.

Mr. McCORMACK. It must be borne in mind also that
this measure is predicated upon statutory net income as dis-
tinguished from gross income.

Mr, COOPER of Tennessee. That is true.

Mr. McCORMACEK. And in no way disturbs the statutory
deductions for depreciation, obsolescence, depletion, interest,
and the other statutory deductions which in the case of one
corporation with a gross income of $60,000,000 had $47,000,-
000 of statutory deductions, and after the payment of taxes
and other expenses had a statutory net income of $1,000,000
plus. They had a gross income of $60,000,000, which did not
include the operating expenses, salaries of employees, and so
forth, for the year, indicating the liberalness of the statutory
deductions which are permitfed under the present law and
would continue under the proposed law.

Mr. COOPER of Tennessee. The gentleman is correct. I
cannot, in the time allotted to me, cover all the points that
might be of interest, based on the observation made by the
gentleman from Massachusetts, but I would invite the atten-
tion of the members of the Committee to page 22 of the hear-
ings, which gives a rather comprehensive statement of the
situation now existing with reference to corporations taking
deductions for depletion, depreciation, and obsolescence; and
it will be borne in mind that this is not disturbed in any sense
by this bill. The corporation continues to enjoy all of the
advantages and opportunities that exist under present law,
so far as these deductible items are concerned.

Mr, VINSON of Kentucky. Mr, Chairman, will the gen-
tleman yield?

Mr. COOPER of Tennessee. I yield.

Mr. VINSON of Kentucky. On that point, between the
period 1926 and 1929 there was 16.2 billion dollars written
off in depreciation and depletion; between 1930 and 1933
there was 16.4 billion dollars written off in depreciation and
depletion; and in the last period, 1930 to 1933, the amount
allowed for depreciation and depletion was 49.9 percent of
the net income for that period.

Mr. COOPER of Tennessee. That is true, and they are the
facts that are shown by this statement in the hearings to
which I invited attention a moment ago.

Mr. FORD of California. Mr. Chairman, will the gentle-
man yield for a question?

Mr. COOPER of Tennessee. I yield to the gentleman from
California.

Mr. FORD of California. Has it not been stated by the op-
position repeatedly that this measure will not raise any more
revenue than we are getting at the present time?

Mr. COOPER of Tennessee. That is true.

Mr. FORD of California. Then why are they opposing it?

Mr. COOPER of Tennessee. I made the observation a few
moments ago that I did not see -how if could do both things
at the same time,
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Mr. CRAWFORD. Mr. Chairman, will the gentleman
yield?

Mr. COOPER of Tennessee. I yield.

Mr. CRAWFORD. With reference to the statement just
made with respect to credits and deductions, is there any-
thing in the bill that prevents an individual from deducting
all of the taxes paid to units of government, such as State,
county, and city taxes?

Mr. COOPER of Tennessee. Oh, there is no change from
existing law on that point in this measure.

Mr. CRAWFORD. There has been some discussion of that
in the newspapers, and I was just wondering if anything of
that sort had been included.

Mr. COOPER of Tennessee. No; there is no such change
in this bill. The present law is not affected in any sense in
that respect. ]

[Here the gavel fell.]

Mr, SAMUEL B. HILL. Mr. Chairman, I yield the gentle-
man from Tennessee 15 additional minutes.

Mr. MICHENER. Mr. Chairman, will the gentleman yield?

Mr. COOPER of Tennessee. I yield.

Mr. MICHENER. Did I understand the gentleman to say
that this new bill would not raise any more revenue than
existing law?

Mr. COOPER of Tennessee. Certainly the gentleman could
not have understood me to say that.

Mr. MICHENER. I thought in answer to the question of
the gentleman from California [Mr. Forn] the gentleman
made that statement.

Mr. COOPER of Tennessee. No; the gentleman from Cali-
fornia asked me if that statement had not been repeatedly
made by the opponents of the bill, and I answered that it had.
I have heard it repeatedly said here that the bill will not pro-
duce any revenue—in fact, it is so stated in the minority
views—and at the same time they say it will wrack and ruin
the business of the country. I am unable to see how, if it does
not produce any revenue, it is going to place such a burden
upon people that they will be wracked and ruined.

Mr. MICHENER. If you put them out of business entirely,
regardless of tax, that would be the effect. However, my
question was based on the fact that I got from what the gen-
tleman stated that the real purpose of this bill is to change
the system; that the reform or change of the system is the
primary purpose of the bill, and secondary to that comes the
matter of revenue.

Mr. COOPER of Tennessee. I hope the gentleman will not
take any more of my time.

Mr, MICHENER. Am I right or wrong?

Mr. COOPER of Tennessee. I will answer the gentleman in
this way: The title of this bill reads “A bill to provide revenue,
equalize taxation, and for other purposes.” If there ever was
a true statement in the title of any bill, it is the statement
here that the object is to raise revenue and equalize taxation.
That is the purpose of it.

Mr. LUCAS. Mr. Chairman, will the gentleman yield?

Mr. COOPER of Tennessee. I yield.

Mr. LUCAS. Some reference was made in the previous dis-
cussion by the gentleman from Ohio about the tax that the
Ford Motor Co. might or might not pay. Am I correct in my
understanding that in the event the Ford Motor Co. next year
should make $15,000,000 as a net profit and pay out that sum
in dividends, the corporation itself would pay no tax under
the present bill?

Mr. COOPER of Tennessee. That is true.

Mr. VINSON of Kentucky. It should be stated there that
the tax under existing law—the maximum rate—is 15 per-
cent, and there is the capital-stock tax and the excess-profits
tax, and of course, the rate upon the money in the hands of
‘the shareholders of the Ford Motor Co. would reach the high
surtax brackets and much more money would come infto the
Treasury than under the existing corporate tax.

Mr. COOPER of Tennessee. Now, the gentleman from Ohio
to whom reference has been made also said something about
a man by the name of David Coyle being the one who pro-
posed this measure. With all due deference to the gentleman,
as one member of the subcommitiee who, I think, has been as
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attentive as any man could be in an effort to discharge the
duties imposed, one who has been in every conference, I think,
that has been held on this bill, and who has participated as
freely as anybody else who has had a part in the consideration
of this bill, I want to say to the gentleman that I never heard
of the man Coyle before in my life until the gentleman
mentioned him here today.

I can say that he had nothing to do with this bill. The
gentleman says that we ought to write our own bill, If
there was ever a bill presented o this House for considera-
tion that was completely written in every detail, every ques-
tion of policy determined by the committee in charge, it
is true in this instance. Your committee has been laboring
for 8 weeks, day and night, and has brought this bill here
as a product of the committee, We present it to you as the
best we could accomplish under our efforts.

Now, I want to touch briefly upon some of the provisions
of this bill and again remind you of the principle upon
which this bill rests.

As was stated by the chairman of the committee, the bill
is based upon justice and equality, and certainly a sounder
principle cannot be found for any bill than that.

There are two important points that should be borne in
mind in connection with this bill. The first is that all ex-
isting surpluses and recerves of corporations are not taxed;
they remain in the future as they exist now.

It should be borne in mind that under this plan all exist-
ing corporation taxes are repealed. That is, the corpora-
tion income tax from 12!, to 15 percent. Capital-stock tax,
$1.44 a thousand, and the present excess-profit taxes are
i;pealed. and this new system is inaugurated in place of

e€m.

Mr. CRAWFORD. Will the gentleman yield?

Mr. COOPER of Tennessee. I yield.

Mr. CRAWFORD, Am I confused in this? 1Is it not true
that the accumulated surplus prior to 1935 will enter into
this tax picture insofar as dividends paid from excess earn-
ings in 1934 first and in 1933 second?

Mr. COOPER of Tennessee. The gentleman is not exactly
accurate.

Mr. VINSON of Eentucky. Will the gentleman yield?

Mr. COOPER of Tennessee. I yield.

Mr. VINSON of Eentucky. The difference carried over
looks to the future and does not look back into the past
years.

Mr., CRAWFORD. The word “preceding” refers to the
future?

Mr. VINSON of EKentucky. You are dealing with the tax-
able year next before. For instance, running along until
1938 you have a dividend distribution, and the carry-over
from 1936 and the difference between the dividend declared
and your adjusted income is a credit for 1937 and 1938.
If you are dealing with 1938, you take 1936 first.

Mr. CRAWFORD. I was referring to 1933 and 1934.

Mr. COOPER of Tennessee, Mr. Chairman, the gentle-
man from Ohio [Mr. Lamneck] made the statement, as I
got it, that under existing law there is no tax avoidance, no
tax evasion of any consequence by reason of enormous sur-
pluses being piled up. Of course, he is just mistaken in that.
The real fact is that $1,600,000,000 in taxes yearly are being
evaded through that method, and that is just the amount of
the tax, which means something like four or five billion dol-
lars a year that are being piled up in enormous surpluses in
corporations throughout the country. This bill simply pre-
sents this situation. In the future, as in the past, a corpo-
ration may have all the surplus and all the reserves that it
wants to have. It can conduct its business affairs as its
business judgment dictates to it, and this tax plan simply
provides that whatever net income the corporation has, its
earnings and profits shall go through the tax mill just like
your money and mine, I am unable to see that there is any-
thing unfair or unreasonable about that. Instead of allow-
ing enormous surpluses to be piled up in corporations, in
order to keep the individual shareholders in closely held
corporations from having to pay individual income tax, thag
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would force them up into the high surtax brackets, they just
keep piling it up in surpluses in the corporation—a pure tax
evasion, purely for the purpose of avoiding the payment of
individual income tax. That is what this bill meets; that is
the situation that is corrected by it. I am unable to see how
there is anything unfair or unreasonable abouf that. On
the contrary, I think it is the very essence of fairness and
sound common sense for us to provide that the corporations
of the country, which are artificial persons, recognized in
law as such, with the right to sue and be sued, when they
have earnings and profits, clear money, shall pay a tax on
it as you and I do.

Mr. FITZPATRICK. Mr, Chairman, will the gentleman
yield?

Mr. COOPER of Tennessee, Yes.

Mr. FITZPATRICK. This will simply close up the loop-
holes so they cannot evade the payment of a tax?

Mr. COOPER of Tennessee. That is the purpose. Mr.
Chairman, a great deal has been said about complications
presented here. Of course, any tax bill has to be compli-
cated in its phraseology. There never has been one pre-
sented here that was not complicated. I invite any fair
person to compare this bill in its terms and phraseology with
the existing income-tax law, especially the surtax brackets.
It is not, as I say, anything like as complicated as that is.
You simply ask the corporations two questions at the end
of the year under this plan. The first is, What was your net
income; what did you make? If they answer that, then the
next question is, What did you do with it; did you pay it
out in dividends to your stockholders? If you did, you do
not owe us a dime; but if you did not pay it out to your
stockholders, then you owe us a tax on it. That is all it
means. It is based on the principle of fairness and equality
to all.

The CHATRMAN. The time of the gentleman from Ten-
nessee has again expired.

Mr. DOUGHTON. Mr. Chairman, I yield the gentleman
5 minutes more.

Mr. McCORMACK. Mr. Chairman, will the gentleman
yield?

Mr. COOPER of Tennessee. Yes,

Mr. McCORMACK. Some reference has been made to
the 248 pages of the bill. In connection with that, is it not
a fact that most of the contents of this bill are the present
law which was necessary to incorporate in there?

Mr. COOPER of Tennessee. That is true. This bill is
prepared just like every other tax bill has been prepared
since 1922. The new law is superimposed upon existing
law.

This bill neither repeals nor amends the 1934 Revenue
Act. It is made effective, as is shown right here in the
beginning of the bill:

The provisions of this bill shall apply only to taxable years
beginning after December 31, 1935.

Of course, the former law applies to former tax years.
Mr. FULLER. Mr. Chairman, will the gentleman yield?
Mr. COOPER of Tennessee. Yes.

Mr. FULLER. The statement has been made here, espe-
cially by the gentleman from New Hampshire [Mr. ToBEY],
describing a man named Coyle as one who drew this bill.
Is it not a fact that this bill was drawn absolutely solely
and entirely by the gentlemen who sit in back of the com-
mittee, the legal experts of our committee, together with
the legal experts from the Treasury Department, in con-
junction with the Democratic members of the committee?

Mr. COOPER of Tennessee. That is correct. I ask your
indulgence again just for a moment to point out a few
illustrations of the real situation we have here so far as
this new system is concerned. Take, for instance, the
treatment that is given here to the corporations of the
country. They are divided into two groups—corporations
with an adjusted net income of $10,000 or less, and cor-
porations with an adjusted net income of $10,000 a year or
more. For the corporations with $10,000 a year or less in
adjusted net income, schedule no. 1 of rates applies. The
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statement has been made here by the opponents of the bill
that a tax is levied upon a surplus of the corporation. That
is not the situation at all. The tax rate applies to the
adjusted net income of the corporation for the taxable year.

The rate is measured by the amount of surplus they retain.
Just as an illustration, refer on page 15 of the bill to sched-
ule no. 1. For instance, a corporation which makes $10,000
in statutory net income, wants to retain 10 percent of that
in surplus; that would be $1,000. Then if you look at the
schedule you will see that corporation would pay a tax on
its net income of $10,000 of 1 percent. That is $100 tax.
Under existing law it pays $1,500 tax. That is just $1,400
saving to that corporation.

Now, go on down and take a corporation, for instance,
that wants to retain 30 percent of its net income; it would
pay a tax of 7% percent on the $10,000 net income, whereas
under existing law it pays a tax of 15 percent. That is just
one-half, under this bill, that it has to pay under existing
law. If you go on down through, it shows the effect that the
treatment provided here gives to the various corporations of
the country.

It should be remembered that of the 257,000 corporations
of this country showing statutory net income, 214,000 of
them come under schedule I, the smaller schedule of rates,
and only 43,000 of the corporations of the country come
under the other schedule. That gives you some indication
of the fairness that prevails throughout the treatment of
this entire subject.

Just a moment to briefly touch upon the so-called unjust
enrichment tax.

[Here the gavel fell.]

Mr. DOUGHTON. Mr. Chairman, I yield the gentleman 5
additional minutes.

Mr. COOPER of Tennessee., The distinguished gentleman
from Ohio [Mr. Lamneck] is opposed to that. Certain Mem-
bers of the minority are opposed to that. How any man can
justify a position in opposition to that is more than I can
understand. The principle involved is simply this: Where
the processors throughout the country collected a tax from
their customers and failed to pay it to the Government, we
simply provide here that an income tax of 80 percent shall
be levied against that. There was $180,000,000 impounded
in the courts under the processing tax, and the whole
amount is about $253,000,000 of this unjust enrichment, the
processors throughout the country passing the tax on and
the consumers having to pay, and still they did not pay it
to the Government. We took the position that if anybody
collected a tax and passed it on fo the consumer, they should
pay that to the Government. Of course, the consumer is
the one who is really entitled to if, but obviously we could
not give it to him. We think the next best thing is to give
it to the consumers’ governmenf, the General Government,
The Government should receive 80 percent of this money.
Some of them took the position that we should not even try
to get that money. It should be borne in mind if the proc-
essor did not pass the tax on and collect it from his cus-
tomers, he does not owe a dime.

Mr., HARLAN. Mr. Chairman, will the gentleman yield?

Mr. COOPER of Tennessee. I yield.

Mr. HARLAN. Intheeventofaporkpacker,formple,
who did not pass the tax on but who is nevertheless hope-
lessly in the red as a result of the whole proceeding, is there
anything to protect that man? I am seeking information.

Mr. COOPER of Tennessee. I think he is amply protected.

Mr, VINSON of Kentucky. Will the gentleman yield?

Mr. COOPER of Tennessee. I yield.

Mr. VINSON of Eentucky. If he is in the red and does
not make a net profit on the business, if he does not make
any income on the transactions involved, there is no tax.
If you multiply nothing by 80 percent, of course the tax is
nothing.

Mr. HARLAN. Is the tax based on 80 percent of the un-
just profits, or is it on the income?

Mr. VINSON of Eentucky. It is the unjust profits
counted in with his business.
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Mr. COOPER of Tennessee. The tax is 80 percent against
this income derived as unjust enrichment, That is what it is.
Mr. COLDEN. Mr. Chairman, will the gentleman yield?

Mr. COOPER of Tennessee. I yield.

Mr. COLDEN. Why should not the Government retax the
whole amount instead of 80 percent?

Mr. COOPER of Tennessee. Well, we knew they had some
expenses in the collection and handling of the processing
tax. It was shown to us that some firms claimed their ex-
penses amounted to about 13 percent. In addition to that,
we had involved the legal question that we could not com-
pletely confiscate.

Mr, HOUSTON. Mr. Chairman, will the gentleman yield?

Mr. COOPER of Tennessee. I yield.

Mr. HOUSTON. Is it not a fact that there will be an
adjustment made on this particular phase of the tax bill?

Mr. COOPER of Tennessee. Yes.

Mr. HOUSTON. And then 80 percent after the adjust-
ment is made?

Mr. COOPER of Tennessee. Eighty percent after the ad-
justment is made. Only the so-called windfall tax, the un-
just enrichment that those men received, to which this 80
percent applies,

Mr. HOUSTON. And 20 percent is ample to take care of
all expenses—bookkeeping and all expenses incidental to
the collection of the money?

Mr. COOPER of Tennessee. We think so. In other words,
what we hoped to accomplish was simply this: The ideal we
had before us was that no man in this country should be
enriched by one penny by reason of collecting this tax and
passing it on to his customers and failing to pay it to the
Government and at the same time no man should be caused
to suffer a loss by reason of the processing taxes.

[Here the gavel fell.]

Mr. DOUGHTON. Mr. Chairman, I yield the gentleman
2 additional minutes.

Mr. COOPER of Tennessee, It is provided in this bill for
people throughout the country to receive refunds on the
floor stocks that they had on hand at the date of the Su-
preme Court decision invalidating the Agricultural Adjust-
ment Act.

When the processing tax originally was imposed and be-
came effective they had, of course, to collect floor-stock taxes
from the merchants throughout the country who had stocks
of goods on hand. This amounted to about $98,000,000. It
was provided in the Agricultural Adjustment Act that when
the processing tax was terminated a refund should be made
for stocks then on hand. The tax was not terminated by
proclamation of the Secretary of Agriculture as provided in
that act because the decision of the Supreme Court infer-
vened, The committee took the position it was only fair to
refund these floor-stock taxes, for the merchants were en-
titled to them just the same as if the act had been termi-
nated by proclamation of the Secretary of Agriculture rather
than by the decision of the Court; and that is what we are
trying to do here.

This entire bill is based upon what we conceive to be the
principle of fairness and equality to everybody. It yields the
revenue our great President says is necessary. All along we
“have heard the hue and cry, “Balance the Budget!” But now
the opportunity is offered; those who raised the hue and cry
are bending every energy and exerting every effort to defeat
the very purpose we are trying to accomplish. [Applause.]

Mr. BACHARACH. Mr. Chairman, I yield 15 minutes to
the gentleman from Vermont [Mr, PLuMLEY].

Mr. PLUMLEY, Mr, Chairman, if I were to follow the
path of least resistance and were to suit my own conven-
ience, I would refrain from taking any part in the discussion
of this tax bill, for to me all matter and things pertaining
to taxes are anathema. Six years’ experience as commis-
sioner of taxes of the State of Vermont in the enforcement
and administration of general, corporate, income, and in-
heritance tax laws, and several years' experience on the
other side of the fence, as tax attorney for corporate inter-
ests, is my excuse for whatever T may have to say with
reference to this bill. I do not intend to take very much
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time, inasmuch as obviously there is nothing to be gained
thereby, nor in prolonging the agony preceding the birth
of this brain child, ill-begotten, under circumstances which
certainly reflect no credit on its parents.

The long-awaited New Deal tax bill has arrived! It is
248 pages long, and, as I see it, covers more complexities,
intricacies, and involved situations with respect to taxation
than any other measure ever introduced in the history of
Federal taxation. Sixteen hours has been allotted for dis-
cussion of this measure on this floor, I venture to assert
that there are many practical-minded tax administrators
who have handled the business of revenue collecting for
many of the several States in this Union who would agree
with me that three times that number of hours would not
be sufficient in which to point out the fallacies involved in,
and the impractical situations which will arise under, this
proposed law, which it is hoped and expected will be passed
at the end of this week, or certainly by the end of next.

This bill might be called “An act to discourage small busi-
ness, to encourage monopoly, and to prevent competition.”

It is aimed not at the large corporation which has accumu-
lated an adequate surplus but at the small one which wishes
to save that it may expand; not at the man who has reached
the high places, but at the man who is battling his way up.

The business of this country is done by corporations. Half
a million of them filed returns for 1933 and only 109,000
reported net income. And of those more than 90,000 made
less than $10,000 net income in the year.

This is a country of corporations, but it is not a country of
big corporations. Rather it is a country of small corpora-
tions eager to grow, to give more work to more men and
women, pay better dividends, to build new plants. And it is
at the owners of these corporations, ambitious men, thrifty
men, that this bill is aimed.

But I heard someone say, “This bill is not aimed at little
business; it is aimed at the big fellow, the corporation that
has a surplus of $50,000,000 or $100,000,000. That is too
much; he ought to be made to disgorge.”

Experience, Mr. Chairman, has conclusively and undeni-
ably demonstrated one thing: That is, that people will avoid
or escape, whenever it is within their power to do so, the
payment of any tax, be it reasonable or unreasonable, justi-
fied or unjustified, and that the severe penalty, the real
burden, will fall upon those who should but cannot escape.

I tell you that if the truth were known and told there are,
according to the figures I have seen—and they should be and
are reliable and authoritative—approximately 300 corpora-
tions out of the 600 in the class that earned a million dollars
and more in 1934, which 300 under this bill will pay not more
than 50 percent as much taxes as in 1934,

Then, again, from 140 to 170 of the million-dollar profit-
earning corporations which are paying taxes under the exist-
ing law will escape the necessity of paying taxes under the
proposed law by distributing all their earnings, and conse-
quently paying no taxes.

These figures are based on reports made to the United
States Treasury by the corporations themselves and will have
to be substantiated by the Treasury from its record, for they
are correct.

I say to you that this is a punitive measure which at ex-
cessively high rates undertakes allegedly to tax the surplus
earnings of corporations, yet designedly is not in reality an
attempt to tax but to prevent the accumulation of surpluses.
It is a threat and an effort to compel the distribution in divi-
dends of all the earnings accumulated just as fast as the
earnings are made. So far as those large corporations that
are reached by it are concerned this law would be disastrous;
the small struggling corporation is strangled in its infancy;
the growing and thrifty young business is anesthetized; the
healthy and prosperous industry seeking to expand and to
develop is put to death by the lethal weapon concealed in
this plan for its economic murder.

I reassert that it is at the class of small corporations ambi-
tious to grow and thrifty enough fo save in order that more
work may be given to more men and that their plants may be
expanded, and that a surplus may be accumulated, in order
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that dividends may be paid, that this vicious measure is
aimed.

The truth is that this bill is not aimed at the existing
surpluses at all. It will not touch the fifty millions and the
hundred millions. Those companies will continue to hold
their surpluses. It is the small company that wants to build
up that will be the victim.

Here is a case in point. An editor in a small community
has had three or four pretty hard years. He has made
enough to keep his family going, but his plant has deteri-
orated. He needs a new linotype. He has got to consider
rebuilding his press. He figures that if he could spend a
few thousand dollars he could get some exfra commercial
business as well as turning out a better-looking paper.

His business improves, but he continues to confent himself
with $50 a week. At the end of a year he finds he has a net
income of $10,000. He figures to set aside as surplus what is
left after taxes are paid and put it into bettering his plant.
He can do better by paying cash and he is shopping around
for new equipment. Then he comes to look into his little
corporation’s taxes under this proposed bill and he dis-
covers that he cannot do what he wants to. At the pro-
posed corporate tax rates he can only put into reserve
$7,030 and must pay a tax of $2,970 as against a corporate
income tax of about $1,500.

Here is a business eager to get ahead, to build up an indus-
try of which its owner could be proud, to make a better news-
paper for his community. He is willing to deny himself to
accomplish those ends. And what happens? His Govern-
ment proposes to tax him more if he wants to save and get
ahead than if he proposes to distribute and spend all his
earnings. And his desire to save is not a desire to hoard.
He would put back the money into industry where it would
give further employment.

The Treasury has an answer to this objection to the pro-
posed tax. It proposes that the company declare a dividend
and that the stockholders with those funds purchase new
stock thus bringing the money back into the company. But
what a complicated method and one that seems to imply
that the stockholders must all think alike.

Let us take another actual case to show how this measure
would hit the progressive, young business. Three young men
own all the stock in a small engineering company. Two are
skilled engineers; the third has contributed a modest capital.
The two are quite content to lead a furnished-room and
lunch-counter life for a while if they can feel that they are
going ahead. And they are. Their little business will make,
they think, $15,000 net this year and they would like to put
it all above the corporation income tax back into the busi-
ness, but can they under this proposed law? Not a bit of it.
They would have to pay $6,375 in order to save $8,625 if they
paid no dividends.

Suppose they followed the Government suggestion to pay
it all out in dividends and sell themselves more stock. But
suppose the one who contributed capital will not agree?
And what about the complicated problems of registering a
new issue? What will these young and ambitious men do?
One answer is surrender their corporate charter and start
anew as a partnership. But the man who put in the capi-
tal may say: “No; I'm not going to assume the liability in-
volved. I'm willing to risk what I invested but no more.”
Yet we may see a great shifting of small corporations to a
partnership basis.

One more instance and I take this from the statement
before the Ways and Means Committee of Royal Little, vice
president of the Franklin Rayon Co. of Providence. He
started in business with the corporate structure of a de-
funct company with no capital but with the idea that he was
going into the business of processing rayon yarn. He got
$10,000 from a bank because a friend endorsed the corpora-
tion’s note and with one room and four employees the busi-
ness began. FPirst year sales were $75,000 and a profit
resulted. Did the stockholders get it? Not a cent. That

CONGRESSIONAL RECORD—HOUSE

6095

wicked thing called a surplus went for more machinery. By
1928 the company was doing a business of a million and em-
ploying 100 persons. Still the stockholders had no dividend.
That year they merged with a competitor and wanted some
outside capital. This was in a year when the banks were
supposed to be lending money to anyone who wanted it, but
no bank would touch their proposition. To quote Mr. Little:

The only intelligent excuse * * * came from one house who
said, ':IYom' merger looks like two drunks trying to help each other

Mr, Little raised the money, a good part of it by his per-
sonal note to a bank. The company has steadily grown until
in 1935 it had sales of $5,000,000 and employed 500 persons.
Rayon is a new industry in which machinery and methods
are constantly improving and always the company has been
ready to meet conditions largely from ifs earnings.

Iﬂca.n.not do better than quote two paragraphs from Mr.
Little:

Under the new tax propoaals apparenily everything which we
have done in the past has been wrong. Should we have been

prevented by tax legislation such as this from building up our
business? I assure you that neither I nor anyone else could
duplicate in the future what we have done in the past if the
pensalty on undistributed net earnings now proposed is enacted
into law. * * * I ask you gentlemen in all fairness to study
the facts In our case, which is typical of many others, and tell
us whether you honestly feel that I am an enemy of society for
what I have done.

I have said that this tax bill is aimed at small business.
One more quotation from Mr. Little:

Selfishly looking at our own point of view, the Franklin Rayon
Corporation would not oppose this tax because I know that no
one else could build up a competitive enterprise on as favor-
able a basis as I have done it, If this tax law goes through.

Not only is this tax bill aimed at small business; it is
aimed at one of the fundamentals on which the United
States has been built, the encouragement of competition for
the prevention of monopoly.

Old, well-established organization, well-entrenched finan-
cially, will find themselves in a far better economic posi-
tion as compared with less well financially entrenched ex-
isting companies, or with those new companies which seek
to start in business. As Charles J. Bullock said in the
Atlanta convention of the National Tax Association in 1917,
which I attended in my capacity as tax commissioner for
the State of Vermont:

* ¢ * jif you want a tax that will tend to entrench in its
dominating position a monopolistic or quasi-monopolistic large
industry, you cannot devise a better tax.

This is the status of the measure that is now before us,
and will be the result of its enactment, if it is enacted in
its present form.

We do not prevent monopoly so much by passing laws as
we do by permitting, even encouraging, small business to
grow bigger, to try out new ideas.

We see a great industry with branches spread throughout
the country, and we forget that it began in a cross-roads
blacksmith shop where a man in a leather apron beat out
an iron plow., We see a great department store covering
a city block, and we forget that its start was a pack which
a peddler carried from door to door. And, more than all,
we forget that what has happened may and will happen
again unless by such legislation as this, business is made
static. The great merchant is not afraid of his established
competitor whose ways are his ways, who can be met in a
field every foot of which they both know; he is afraid of
the little fellow who has just started a business whose
capital is 10 percent money and 90 percent ideas.

Westinghouse and General Electric may find themselves
less concerned with the competition one with the other than
with a new industry provided this bill does not choke him
in his childhood.

We have heard much talk of the power of entrenched
wealth. What is this bill except to still further entrench, to
fortify, wealth. A great company with fifty million surplus,
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unaffected by this tax, has litfle to fear from an invader
deprived of his right to husband his resources.

We profess to fear the control of this country by big
business, yet we propose a measure to keep little business
little.

We debate measures to prevent price fixing, yet we plan
to pass a bill which will make it increasingly possible to
maintain arbitrary prices. The enemy of unreasonable prices
is competition, the very competition that this bill is planned
to kill. There is no better friend of labor than capital flow-
ing into new enterprises and expansion of old ones.

I represent a constituency that is and through the years
has been fortunate in having many small industrial enter-
prises located therein—small communities have been built
around the one or two small industries in these little settle-
ments, and the people who live there are dependent upon
the little industries for their well-being. It is their interest
that I am endeavoring to represent, when I rise to point out
the added difficulties with which they will be confronted
under this tax program that has been proposed. It is they
on whom the brunt of taxation falls; it is their money that
supports the Government and that is being spent by the
Government in the course of its ordinary and so-called
extraordinary expenditures. It is their resources that must
be husbanded, for they and their counterparts throughout
the couniry constifute the backbone, the lifeblood of our
Nation.

I cannot help alluding to the fact that those charged with
the responsibility of drafting and the income of this measure
have not presented a fiscal program, nor supported one,
which even indicates a desire now or in any way indicates a
determined purpose on their part to balance the Budget.
Get more money in order that more may be spent is the
actuating motive. No word or thought is heard or apparent
with respect to the reduction of expenditures in national
spending with these tax proposals. If such a situation ob-
tained, one might approach consideration of this bill in an
entirely different state of mind. But, Mr. Chairman, we are
confronted with the fact that no tax plan can be conceived
or evolved or contrived by human beings which will provide
or even begin to furnish or supply the necessary revenue to
meet and to cover the existing and constantly increasing
governmental expenditures. When you are spending two
dollars for every one you earn, you cannot catch up with
that program by choking to death the goose that lays the
golden egg—and I fear I say “goose” advisedly.

Mr. Chairman, committees and theorists may write tax
laws until doomsday which theoretically will produce the de-
sired result. It is a pretty picture which figures make. They
lock good on paper. But let me tell you that the man who
has to enforce and administer these dreams finds them most
impractical, unenforceable, and inadequate and absolutely
impossible of enforcement or administration by reason of the
human factor and the consequent obstacles, which factor
and which obstacles the theorists do not see and the prac-
tical administrator and enforcer of the law cannot overcome.
This proposed tax bill is exactly that kind of a dream—im-
practical, unenforceable, and unworkable. I fear that it is
going to be enacted info law, and in substantially the form
in which we are now considering it; but I wish to say to you—
and I am not alibiing or qualifying—I wish to say that the
bill will not produce the revenue it seeks to cover into the
Treasury, and that, moreover, because of ils complexity and
intricacies and its nonunderstandable and nonconstrued
provisions, it will add confusion worse confounded to an al-
ready complex and nonunderstood tax situation, and will
further retard recovery, increase unemployment, and con-
tribute to a continuation of that uncertainty and chaotic
condition with which business is confronted; initiative
strangled; confidence lacking—for which situation those now
in charge of the fiscal fallacies of this Government are re-
sponsible and must answer.

Those who are operating under the present Federal tax
law tell me that the regulations with which they are now
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surrounded are so complex as to lead nowhere and to arrive
at the same place. The statute itself is not susceptible of
reasonable interpretation, is beyond comprehension, and is
always ambiguous. There is no certainty whatever. No-
body knows what it is all about. Tax liabilities are unas-
certainable, and no one can compute them, for there is no
finality. Regulations are amended, rulings are reversed,
retroactive provisions adopted, litigation delayed and pro-
longed, all at the expense and confusion of the taxpayer.
I doubt if there is anybody who can tell me how to compute
It:xable net income under the provisions of’ this proposed

W.

If it would accomplish a major tax reform—and at this
point I wish to say that I recognize that such a reform is
sadly needed and that there do exist inequalities in the tax
system that should be corrected—if it would accomplish a
major tax reform, one that would iron out the inequalities,
one that would stop the leaks that exist, one that could be
administered properly due to its fairness and simplicity, it
should have our wholehearted support. This bill is so re-
motely removed from any semblance of simplicity, however,
that it is and has been labeled “the most complicated piece
of legislation in the last 50 years”, and a Washington service
is authority for the statement that the theory back of the
measure is now being discussed algebraically. I have al-
luded to the fact that the task of administering the tax
will be immeasurably enlarged by the new method. It
seems to me that this is only too evident on its face to need
further emphasis to be there placed.

Some of the practical questions which arise were sug-
gested to the committee during the hearings.

First. Is a dividend taxable if paid in scrip, in an en-
forceable promise to pay, or in bonds?

Second. Is a dividend taxable if paid out of paid-in sur-
plus, out of a depreciation or depletion reserve in excess of
cost, or which is subsequently adjusted downward?

Third. Is a dividend paid when the check is mailed, or
must it be received by the stockholder?

Fourth, Is the dividend “taxable” if paid to a stockholder
exempt from Federal tax?

Fifth. What is a bank or a trust company and when is it
“bona fide operated”? \

Sixth. Must the taxpayer compute ‘“undistributed net in-
come” by algebraic formulas, using two unknowns?

Seventh. How much delay will be involved in valuing
property distributed as a dividend in kind, and what rules
of valuation will be applied?

Eighth. What is the law with respect to the propriety of
a dividend, in the case of a separate corporation and in the
case of a consolidated group of corporations?

Ninth. What are the liabilities of directors whose corpo-
rations incur the terrific penalties, or, to avoid them, pay
out in dividends cash needed in the business?

Tenth. What contracts are to be understood to be definite
prohibitions upon dividend payments?

These are only a few of the innumerable practical prob-
lems which confront the taxpayer, and as the years go by
many more will arise to trouble his dreams.

Why, Mr. Chairman, this House ought to have 30 days in
which carefully to consider this bill and its provisions, many
of which I make bold to say are neither understood nor
comprehended, nor the effects foreseen by the members of
the committee who have reported the bill. The graduated
tax on corporate net incomes, which is designed to force out
company earnings to stockholders and so increase income
tax yield to the Treasury, to which I have referred is the
major feature of this bill. It imposes an unbearable tax bur-
den upon undistributed net income, for net income has to
be undistributed unless it is paid out as a taxable dividend
within the time limit as provided in the act.

As a practical proposition no one in the Revenue Depart-
ment or Treasury Department or anywhere else can com-
pute conclusively the taxable net income of any corpora-
tion of any size before the expiration of 2'2 months from
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the end of the corporation’s taxable year. The trouble with
that is, from a taxable standard, that they will not have
the tax returns on which to base their computations, for they
will not be filed until after those 215 months, and affer they
are filed the litigation and the contest between the taxpayer
and the Treasury and the Revenue Department may go on
for years over the question as to what constitutes taxable
net income. This is the practical problem. And if taxation
is anything it is practical when it comes to the matter of
enforcing or administering the law.

Mr, Chairman, if the Treasurer or the Commissioner of In-
ternal Revenue cannot compute taxable net income after
years of consideration, and many of the cases are decided
against the Commissioner, it is farcical, laughable, if it were
not so serious, to suggest that the corporation itself could
be expected to compute its net income within 2% months.
But that is not the end of it. Not only must a corporation
determine its earnings and its profits, compute and declare
and ascertain its net income and its adjusted net income, and
all within the 21 months provided by this act, but it must
declare and pay taxable dividends. Well, in short, this is
impossible, and the provisions of the act attempt to compel
the impossible.

This bill proposes a revenue increase through temporary
retention of the capital stock and excess-profits taxes with
new levies on foreign corporations and alien stockholders.
It sets up a “windfall” tax of 80 percent to try to get back
over & hundred million dollars of the processing taxes im-
pounded. It would restrict the evasion of new taxes by cor-
porations using incorporate dividends. It provides for a 15-
percent flat tax on banks and insurance companies; estab-
lishes at 2215 percent the rate of the flat tax on corporation
earnings used to pay debts, and at 15 percent the rate on
foreign corporations in receivership in the United States,
and repeals the excess-profits tax after the present taxable
year,

These are only a few of the things it undertakes to do,
many of which it most certainly will not accomplish. How-
ever, there is one thing of which I am absolutely sure and
certain, and I am not the son of a prophet, but experience
is the best teacher I know. This bill will seriously impair
the financial strength of corporations, depreciate their value
of bonds and notes and their evidence of indebtedness, in-
crease inequities and impose discriminatory taxes, in-
crease complexities and uncertainties in the computation of
tax liabilities, subject corporations to severe penalties by
reason of circumstances beyond their control; result in
duplicate and multiple taxation of the same income, and,
in short, have a substantially adverse effect on the e:conomic
and business conditions of the country.

There is no pretense made that the program prescribed
even underfakes to balance the regular Budget. No prac-
tical-minded man can figure out how it will produce any-
thing like the estimated revenue. Moreover, this measure
undertakes to overturn the whole present structure of cor-
porate taxation. And in a few minutes, figuratively speak-
ing, undertakes to remold and remake a system which it
has taken years to develop.

This can be done in the commitiee room and on paper
and in the Treasury, but when the day of reckoning comes
the effectual obstacles involved in enforcement and adminis-
tration of a revenue law present problems which are insur=-
mountable, cannot be overcome, and then the brain child of
the theorists might as well be dead, for it will never grow
up, and it will horribly fail to measure up to the standard
set for it by its fond parents.

Time does not permit me fo discuss this bill by item or
section or subject. I am, however, most concerned with its
administration, by reason of my own experience and difficul-
ties encountered in my attempts to put in action the ideas
put on paper by theorists. I am going to say to you without
knowing, that what happens will justify my statement and
that is this: The administrative difficulties which are in-
volved in this bill are such in themselves and sufficient in
themselves to wreck the measure, however good it otherwise

CONGRESSIONAL RECORD—HOUSE

6097

might be, and because it is unenforceable, unworkable, and
impractical, if for no other reason—and there are many
reasons—it is unsound, will be ineffective, might as well not
be passed, and therefore should not be.

Its purpose and intent is to force distribution of corporate
surpluses and in this it will fail. It seeks to produce a given
amount of revenue and any schoolboy can ascertain the
inadequacy of the plan. It is easy to be captious and I
long ago learned it was not smart to be destructively
critical. So I say seriously that from my knowledge of State
and Federal taxation this tax bill from the standpoint of
intricacy and complexity has not now and never had a rival.
The obvious mazes through which the financial and tax
experts will lead the businessman, who will be compelled to
seek their aid, will lead the businessman to the verge of bank-
ruptcy to keep him from which, and with the aid of whom,
even then the road will be a hard one.

The harder a law is to construe and the more difficult it
is to interpret, the more opportunity there is afforded for
evasion. Tax legislation should be reduced to the lowest
possible denominator and be written in the simplest possible
terms. It has been well said: That our Federal tax laws
have become increasingly complex, and the climax of legis-
lative fullness appears to have been reached in this latest
legislative tax program.

Now, let us be honest with the people. Nobody knows how
much this bill will produce, but everybody thinks it will be
at least $334,000,000 shy of meeting the President’s demands.
A million dollars used to be a lot of money, but we talk and
speak another language in the trance that is on us foday. A
million dollars is a lot of money back where I come from,
and its reckless spending I propose to object to so long as I
can stand here and talk. Why not stop spending recklessly
for a while instead of crucifying the body politic in an at-
tempt to extract one more agonized drop of revenue blood
to be spent for the unwise and temporary relief of a popu-
lace drunk with injections of panaceas, which are but a
delusion and a snare, and confribute to a recovery as unreal
and temporary as an opium eater’s dream? It is time to
wake up.

This bill, in its last analysis, is “a direct threat to the
security of American business, employment, and invest-
ments.” Somewhere I read a most elucidating statement to
the effect that never before had any President felt it neces-
sary to promise a breathing spell to business. Think that
over! A breathing spell to business promised by the Chief
Execufive! He who would grant the breathing spell assumes
thereby the responsibility of choking business to death. This
is incontrovertible and the horrible truth. But the breath-
ing spell is over before it was ever begun and we are consid-
ering the most complicated, confusing, and extraordinary tax
bill “that ever bedeviled a Congress eager to call it a day and
go back home.” As I have said before so I see someone else
thinks, namely, that—

As to the chief purpose of this plece of patchwork legislation
there can be no dispute. That is perfectly plain. The difficulty
will come in administering it. No Representative, even if he has
waded through the 236 pages of printed text, boasts that he knows
how it can be made to work. Nor can anybody be found who will
do more than guess at the revenue it may produce.

But from Speaker to page boy everybody is aware that this
all tax bill is just another New Deal bludgeon for business.
It strikingly illustrates the dictum that the power to tax is the
power to destroy. The N. R. A. fixed hours and wages, but if a
corporation, thus hedged and hampered, did manage somehow
to wangle a net income, nobody in Washington stood ready to
dictate how it should be distributed.

Even before the new dealers felt the lash of the courts and
while they were looking upon the Constitution as a sort of suc-
cessor to the one-horse shay, the directors of corporations were
allowed to use their own judgment in the matter of dividend pay-
ments and additions to reserves kept for emergencies or purposes
of expansion. Considering the lengths to which the New Deal
went in the direction of regimenting business, large and small,
it is odd that they should have kept hands off the corporations’
fiscal policies for so long.

There are plenty of corporations that will suffer no financial
harm, at least immediately, from this scheme to tax their total

net incomes accordlng to the amount they divert to reserves
instead of to dividends. There are many stockholders who may
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believe they will profit from the forced payment of dividends
which might more prudently, in numerous cases, be left to
strengthen their companies’ financial structure.

But the outstanding objection to this “dangerous measure”, as
a leatling Democratic newspaper terms it, is the overrmmg of
corporation managements by a hard-and-fast rule backed up by
a punitive tax. Some will try to pay the tax and maintain what
they consider necessary reserves “the life insurance of corpora-
tions.” Others, unable to carry the burden, will dissipate their
surpluses in dividends. Mr. Roosevelt has that they
can then borrow money for new reserves, But how much could
they have borrowed in the depths of the depression? The New
Deal thus far has found wholesale borrowing a sovereign remedy
for financial folly and imprudence. But its day of reckoning will
come and it would come much sooner for a private business
enterprise that tried to follow its example.

In defending this bill in the debate which starts today, let
the new dealers at least be honest about it and admit that the
purpose is to fasten the Government's grip on the corporations
80 that it can shake the life out of them if they refuse to do its
bidding. There are measures in Congress today for putting all
industry under Government ownership. There are proposals for
constitutional amendments to make this legal.

It can't happen here—perhaps. But if this bill gets through
House and Senate and to the White House, where it is assured of
approval, the next step of the New Deal may take it even further
along the road to state socialism. If Government control of
corporate reserves, why not control of individual savings?

No, Mr. Chairman, this bill does not and will not do for the
country that and those things which my good and con-
scientious friends who are its proponents may believe or
hope. Their hopes will not end in fruition. On the contrary,
in my judgment, this is one of the most devastating, destruc-
tive, and impotent tax measures ever imposed by Congress
upon a long-suffering but not unsuspecting public.

Whether we like it or not it is true; it is susceptible of
demonstration that the deficit for the next year will exceed
$5,000,000,000, the largest deficit ever incurred by any gov-
ernment, our own or foreign, except in time of war.

Our gross public debt is approximately $50,000,000,000,
which equals the present national income. Will the Budget
ever be balanced? There is no promise nor indication either
in the situation itself or in the Executive Budget message.
We are faced with and by greater disaster in Government
finances instead of an approach to a balanced Budget.

Seven years of budgetary deficits. History and experience
show and teach that every nation which has permitted
deficits in any way comparable for such periods has found
the greatest difficulty if not the impossibility of escaping
the devastating consequences of uncontroverted inflation.

I say to you that attempts to overcome the disorder through
increasing the tax burdens rather than by lowering the ex-
cessive and reckless expenditures lead us only farther into
that miasmatic swamp cf national bankruptcy from which
eventually there is no escape.

It is not a pretty picture, but now is the time to take a
lock at it and to stop and to lock and to listen. [Applause.]

Mr, VINSON of Kentucky. Mr, Chairman, I yield to the
gentleman from Mississippi [Mr. Doxey] such time as he
may desire.

Mr. DOXEY. Mr. Chairman, the distinguished gentle-
man from North Carolina [Mr. DouecHETON] chairman of the
great House Ways and Means Committee, has always been
most gracious to me. I thank him and the gentleman from
Kentucky [Mr. Vinson] very much indeed for the time ex-
tended to me.

Several days have already been consumed in debating
this tax bill on the floor of this House. I realize that there
is very little that I could add to what has already been said.
Friends and foes alike have expressed their views and argued
at length this measure.

Of course, any tax bill is highly controversial and always
unpopular. Taxation from any standpoint is not pleasant.
However, we must have money to carry on this Government
and there is no way to get it except for Congress to enact
tax laws.

Many of us here would like to see some changes and modi-
fications made in the bill before us. There are some pro-
visions in the bill that we should like to see omitted, some
changes that we should like to see made, and some items
included that have been left out. However, as we view this
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broad, intricate, and complicated tax proposition as a whols,
I am going to follow the recommendations of our President
and the judgment of this great Ways and Means Com-
mittee. They have spent weeks and weeks working on this
tax measure, while most of us were busy with the work of
our own committees. We were not privileged nor did we
have the time to attend the hearings and committee dis-
cussions during the framing of this bill. The members of
the Ways and Means Committee were charged with that
responsibility and I know they have discharged those duties
well. I shall vote for this bill, believing that it is the bast
bill it was possible, under the circumstances, for the com-
mittee to present to the membership of this House for our
consideration. My philosophy of taxation is to tax those
who are best able to pay. It is necessary that we all be
taxed, for we are all benefited, but those in the higher
brackets with the largest incomes should carry the heaviest
load in accordance with their ability to pay. It is some
difficult problem to equalize taxes.

Mississippi, my home State, pays into the Federal Treasury
comparatively a small amount of taxes for the reason that
the incomes subject to Federal taxation are comparatively
small. About 4,076 individuals in Mississippi out of a total
population of approximately 2,009,821 paid Federal income
taxes in 1935, which was only about .07 percent of the total
United States internal revenue receipts for 1935. The tax
burden in Mississippi is not caused by Federal taxation.
The Federal Government obtains its revenue from levying
taxes on incomes, custom receipts, excise taxes, tariffs, and
such like. There is no Government ad valorem tax. That is
a form of taxation that is reserved strictly for the States,
Most of Mississippi's tax levies are State, county, and city
taxes. Comparatively a small percentage of taxes paid by
Mississippians goes to the Federal Government.

When we consider the direct benefits the State of Mis-
sissippi has received from Government funds being expended
in our State, we realize that as a State, Mississippi has re-
ceived many, many times more dollars from the Govern-
ment than has been paid into the Federal Treasury by the
taxpayers of Mississippi.

Mississippi, under the present Democratic administration,
has received greater recognition than under any former
administration in the history of this Government. The
record speaks for itself.

During this discussion it will be necessary for me to deal
with certain technical facts and a great mass of figures as
shown by the record. Therefore, I ask unanimous consent
to revise and extend my remarks.

The CHATRMAN. Is there objection to the request of the
gentlemen from Mississippi?

There was no objection.

Mr. DOXEY. My friends and colleagues, in this connec-
tion, permit me to briefly outline some of the substantial
benefits received by the Second Congressional District of
Mississippi, which I have the honor and privilege to repre-
sent in Congress, as a result of our efforts here.

Since I have been a Member of Congress, my congres-
sional district has benefited more from governmental activi-
ties than it ever had during the entire previous history of our
State. More Federal funds have been spent in the Second
Congressional District of Mississippi during my service here
in Congress than was spent in it from the time it was
established as a congressional district up until the begin-
ning of the Roosevelt administration, March 4, 1933.

What does the record show as to some of the worth-
while and substantial benefits flowing from the Federal
Government into the Second Congressional District of Mis-
sissippi during my service as Congressman from this dis-
trict?

I
LOANING AGENCIES

Consider the efforts of the Government in refinancing
the drainage and levee districts in the Second Congressional
District of Mississippi.
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Briefly, here are the facts and figures in this regard:

Drainage loans made by the Drainage, Levee, and Irrigation Division,
Reconstruction Finance Corporation, as of Apr. 3, 1936

0 a ‘Lﬁ“mzi’é 80| A monnt
T utstanding | thori on
Name of county and district indebtedness | spproved dit?d?t.:d
applications
Benton County 0} U] ®
De Soto County:
Lake Cormorant dral district_____ $626,400.00 | $282, 500.00 | $244, 086, 64
Pigeon Roost Creek e district.. 92, 200. 00 ) m
Red Banks Creek drainage distriet____ 89, 500. 00 26, 000. 00 )
Lafayette County:
Yoknopatawpha drainage district no. 2. 19, 432.00 15, 000. 00 ?)
Coleman d et 15, 838. 00 [0} ¥
Greer drainage di 104, 760. 00 21, 000, 00 g
Clear Creek distri 16, 500. 00 12, 500.00
Marshall County:
Greer drai: 104, 760. 00 21, 600. 00
Red Banks Smek drainage district.._. 39, 500.00 26, 000. 00 L)
Pigeon Roost Creek drainage district_. 92, 200. 00 ® 1)
Panola County:
Indian Creek drainage districtno. 1.._.| 287,837.09 137, 500. 00 @
Panola-Quitman drainage distriet....- 1, 940, 585, 66 227,500.00 | 225, 152.30
Long Creek drainage district no. 3..... 14, 720.00 11, 000. 00 10, 500. 00
Yocona drainage district no. 2.........| 163, 997.00 76, 000. 00 (O]
Tallahatchie County:
Newsom Lake drainage district. ... 306, 210. 00 45, 000. 00 42,385. 23
Panola-Quitman drainage district__.__ 1, 540, 585. 66 227,500.00 | 225 152.30
Matthews Bayou d distriet.___] 154, 050.00 81, 000. 00 77, 500. 00
Blue Lake drainage distriet. .. ........ &7, 000. 00 6, 000. 00
Upper Quiver River d.rsinage district.| 336, 000.00 252, 500. 00
Yocons drainage district mo. 2._..___...| 160,997.00 76, 000. 00 1
Patterson Bayou drai district..... 207, 540. 00 85, 500. 00 81,824.50
Locopolis drainage district. ... 124, 000. 00 1) i:’;
Asealp:gnm drainage district no. 1......| 74, 680. 00 1)
Tate County:
Smyhnm Creek drainage district__.. 41,713. 24 18, 000. 00
Arkabutla Creek district....- 38, 719.37 23, 500. 00
Pigeon Roost Creek age district_. 92, 200. 00 (0] )
Tippaly Comnby s e E'g 1) El
Union County- . 1 ) ‘
Yalobusha County: Yocona dra.lnaga dis-
trict mo. 2. 163, 097. 00 76, 000. 00 m
1 Applications received. i Not closed.
t Declined. 4 Loan rescinded.

In fact, up to April 3, 1936, the R. F. C. had received 76
formal applications from drainage and levee districts in Mis-
sissippi. The indebtedness covered by these applications, as
submitted, ageregates $11,798,453.46. The R. F. C. has au-
thorized 64 loans to such districts in Mississippi to refinance
$11,183,515.86. Of these, 28 have been closed and $2,797,-
313.65 disbursed to date.

You can see from these figures that in the refinancing of
these various drainage districts by the Federal Government
the taxpayers were not only given a breathing spell, so to
speak, by being given loans over a long period of time at a
low rate of interest, but the original amount of indebtedness
of each district is being reduced by anywhere from 30 to 70
percent, thereby causing a great saving to the taxpayers on
the amount of indebtedness that is now outstanding against
the district.

This was made possible as the result of a law enacted in
the Congress and known as the Emergency Farm Mortgage
Act of 1933.

This law was the work of the House Committee on Agri-
culture, of which I am the second ranking member out of a
membership of 26 Representatives in Congress who consti-
tute this exclusive committee. My committee wrote the bill,
reported it, and steered it to passage through the House,

'This was in truth and in fact a farm-relief measure through
tax relief. During the debate of this bill in Congress, I made
a speech on the floor of the House explaining the measure
and urging its passage. It passed the House and was passed
by the Senate in modified form. I was selected as a House
conferee on the hill and worked with the Senate conferees in
shaping and fashioning it for final passage in both the House
and the Senate.

This was the first time within the history of our country
that any legislation was ever enacted by Congress to help
refinance distressed and tax-burdened drainage and levee
districts with funds furnished by the Federal Government.

At the present time the Subcommittee on Agriculture, of
which I am chairman, is considering and endeavoring to
finally shape and report to Congress other legislation of a
more permanent nature with a view to the Government
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further helping to carry the load placed on the farms and
property located and being situated in these various drain-
age, levee, irrigation, and reclamation districts organized
under the laws of the respective States. ;

The Second Congressional Distriet of Mississippi has re-
ceived its proportionate share of these long-term Federal
loans at a low rate of interest.

Under date of February 14, 1935, I introduced in Congress
H. R. 5697, providing for similar loans to distressed and tax-
burdened public and special school districts.

I also introduced another bill—H. R. 7523—providing that
the rate of interest on money loaned to the drainage and
levee districts shall not exceed 3 percent.

During recent years Congress has provided other govern-
mental loaning agencies designed to help the taxpayer secure
long-term loans at a low rate of interest on easy payments,
such as the Federal land bank, the Home Owners’ Loan Cor-
poration, the Federal Housing Administration, the Recon-
struction Finance Corporation, the Commodity Credit Corpo-
ration, and so forth.

The total number of home loans closed in Mississippi as of
March 26, 1936, amounts to 8,744, totaling $16,375,742. The
loans closed in the Second Congressional District of Missis-
sippi are as follows:

Loans Pending
Counties in Mississippi 2losed Amount apﬁ].lm-
Benton. . 8 $9,718 None
De Soto__ 12 16,873 2
Lalayette. . A 44 B35, 057 3
Marshall____ 3 36 65, 703 3
Pancla. .. 36 53, 602 4
Tallahatchie 87 162, 110 9
iy e TR RS A 2 T z ;2. ?;g i
Ti e 2 7,
Unr:gnah 25 82,181 2
Yalobusha._ 52 64,982 None
Total 353 620, 102 /4

The volume of Federal Housing Administration business in the
Second Congressional District of Mississippi

Title I. Moderniza- | Title IL Mur!-gnfm
tion notes insured accepted for In-
through Feb. 29, SUrance

County 1936 Jan. 31, 1936

Number | Amount | Number | Amount

Benton 3 $010
De Soto. 44  [F 1ol ilmsSsires e lia et
Lafayette... 21 6, 281 ) | $2,800
Marshall. 32 10,341 2 8, 000
Panola.. 33 ) e e e e
Tallahatehia 46 16, 548 2 3,400

R al
B e e e e R
Union 14 4,275 1 2, 600
o 1 I e 64 19, 282 14 23,150
Total (10 counties).....ccoaeeee 316 104, 749 20 39, 950
Total Ior State. - cccem e 4,435 | 1,609,219 2,620 2,620,742

These are governmental agencies loaning Government
money on real estate and other securities and these meas-
ures were handled by the Banking and Currency Committee.
My Committee on Agriculture handled the legislation per-
taining to personal property security and loans limited to
farmers and farm lands in refinancing farm mortgages such
as the Farm Credit Administration’s land banks, coopera-
tive banks, associations, corporations, and seed-loan offices,
which have so greatly benefited our section of the country
and helped the farmers who were not financially able to
help themselves.

All legislation pertaining to agriculture and farm rehabili-
tation and refinancing, including emergency crop, feed and
seed loans, originated and is within the exclusive jurisdiction
of my Committee on Agriculture in the House of Represent-
atives. We have set up a separate and sound credit system
for agriculture in an effort to care for the credit needs of
the farmer.
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AGRICULTURAL PLANS AND BENEFITS

Let us turn from the governmental loaning agencies which
we have set up in an effort to refinance, rehabilitate, and
help the taxpayers, home owners, business, and farming in-
terests of this country and review the record as to the ef-
forts of Congress to help agriculture and pay direct benefits
to the farmers of our State and district, which is classed in
the main as an agricultural State and district.

Not until May 12, 1933, when Congress enacted the A. AL A.
was any legislation ever passed directly benefiting the farm-
ers of this country. This is the first time the farmer and
the producer of our crops was ever paid direct benefits by
the Government. The farmers of my district never before
received a Government check, unless they were soldiers or
worked for the Government or sold something to the Gov-
ernment.

This law was the work of my Committee on Agriculture.
It was designed to put agriculture on a parity with indus-
try—to raise the price paid the farmer for the crops he
raised—to make farming a paying and profitable business.
We tried to do for the farmer by this law what the tariff
laws had done for industry. We provided that direct pay-
ments and benefits would be placed in the farmer’s hands
and pockets out of funds taken from the Federal taxes laid
on the processors who turned the raw materials in their fac-
tories and mills into the finished products. It worked.

Mississippi as a State paid in agricultural-adjustment
taxes for the fiscal year 1935, $619,172.96. Mississippi re-
ceived in rental and benefit payments through December 31,
1935, to the individual farmers and producers, $34,379,868.30.
In other words, in Mississippi, by the operation of the Agri-
cultural Adjustment Act, for every $1 the processors of
Mississippi paid into the Government Treasury the Govern-
ment in turn paid to the individual farmer in Mississippi
about $35. The agricultural States received the benefits.
The manufacturing States paid them.

Official statistics show that Maine paid in A. A. A, faxes
during fiscal year of 1935, $1,254,029.35; Maine received in
rental and benefit payments under the A. A. A, $6,065;
Massachusetts paid in A. A. A. taxes during fiscal year of
1935, $19,874,136.95; Massachusetts received in rental and
benefit payments under A. A. A, $1,267,126.21; New York
paid in A. A. A. taxes during fiscal year of 1935, $58,842,-
770.85; New York received in rental and benefit payments
under A. A. A., $569,601.44; Pennsylvania paid in A. A. A
taxes during fiscal year of 1935, $18,600,912.60; Pennsyl-
vania received in rental and benefit payments under A. A. A,
$3,282,107.11; Rhode Island paid in A. A. A. taxes during
fiscal year of 1935, $1,862,519.65; Rhode Island received in
rental and benefit payments under A. A. A, $6,319.49.

These are some of the manufacturing States. Now, com-

Panola
pare what they paid and what they received with what some | 70/

of our agricultural Southern States paid and received.

Official statistics show that Mississippi paid in A. A. A.
taxes during fiscal year of 1935, $619,172.96; Mississippi re-
ceived in rental and benefit payments under A. A. A, $34,-
379.868.30; Alabama paid in A. A, A, taxes during fiscal year
of 1935, $7,632,275.60; Alabamas received in rental and benefit
payments under A. A. A, $29,938,661.70; Florida paid in
A. A A taxes during fiscal year of 1935, $932,546.52; Florida
received in rental and benefit payments under A. A. A,
$2,852,837.16; Georgia paid in A. A. A. taxes during fiscal
year of 1935, $20,678,114.74; Georgia received in rental and
benefit payments under A, A. A. $30,947,145.52; Louisiana
paid in A. A. A. taxes during fiscal year of 1935, $6,598,308.74;
Louisiana received in rental and benefit payments under
A. A, A, $29,549,383.54.

You can readily see why the big interests and the industrial
States of this Union did everything they could to kill this
law and wreck this program. To our sorrow and great loss,
they succeeded when the Supreme Court, on January 6, 1936,
in the Butler case, declared the Agricultural Adjustment Act
unconstitutional. While the A. A. A. was in force, however,
the following is the amount of money paid by the Govern-
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ment in direct benefits o the farmers of the Second Con-
gressional District of Mississippi, by counties:

Rental and benefit payments through Feb. 29, 1936

County Cotton Corn-Hogs Total

Benton $167,863.22 | ... $107, 863.22
De Boto [ T S e £33, 513. 14
Lafayette 250, 573.70 | §1,508.16 252,171 88
o R e s S AL 469,539.05 J.. ... 460, 530. 05
'anola. . 590, 558. 88 58,20 500, 617.08
Tallahatchie. MR ol QIR 244,82
R e e e s 388, 7565. 62 S 398, 755. 62
Ti]}:pah__ 854, 327.85 166. 90 350, 40L.75
Union S48, 10164 | . ______._ 348, 101. 64
Yalobusha. 175, 445.12 2,390.13 177,835.25
Mississippl 34,204,840, 53 | 100,242.55 | 34,305 083.08

The farmers of the Second Congressional District of Mis-
sissippi also received the following benefits from the Federal
Government under our farm-credit structure of the present
Democratic administration:

Number and amount of lecans made in Mississippi May 1, 1933,
through Feb. 29, 1936, Farm Credit Administration

Institution Number | Amount
Farm m loans:
Fi land banks__ 1,639 | 85, 155, 800
Land Bank Commissi - 11, 151 9, 966, 400
Total 12,780 | 15,122,200
Bhaort-term eredit:
Production credit associations. 19, 419 9, 767, T31
Emergency cro l 40,972 2,707,171
Phogr o R e S S S B RO TS e
Regional ngnc{ﬂtuml credit corporations ! ________._____ 642 2,169, 832
Federal intermediate credit banks (lom to and dis-
counts for private financing institutions)?, 8, 351, 808
Total 2,997, 232
Grand total 33, 119, 432

1 For the mf:riod from May 1, 1833, through Oct. 31, 1934, only. Subsequent State

dats unav,
1 For the hleaitromMuyl,lmtmoughDeam.MonJy Bubsaquent Stata

data unav

Number and amount of Federal land bank and Land Benk Commis-
sioner loans closed, by counties, tn Mississippi for the period May
1, 1933, through Dec. 31, 1935

Land Bank Com- | Total (bank and
Federal land bank fesi c reon
County
Number | Amount | Number | Amount | Number | Amount
8| $18 600 56 | $80,325 62 485, 025
30| 148,200 90 | 138,950 129 27, 150
b 71,100 164 | 140, 550 187 211, 650
2 83, 700 148 | 177,700 177 261, 400
32 | 108,800 182 | 200, 950 214 309, 750
L] 88, 400 32 40, 400 38 78, 800
14 27, 800 74 68, 975 B8 106, 575
17 335, 600 156 | 136, 600 173 172,200
4 54, 400 123 | 113,750 147 168, 150
3 53, 500 160 | 136,975 188 190, 475
EMERGENCY LOANS

Number and amount of crop and feed loans made Jan. 1, 1933,
through Sept. 30, 1935, in counties comprising the Second Con-
gressional District of Mississippi

County Number | Amount
Benton_ 800 $32, 746
De Soto. 699 33, 146
Lafayette 1,535 72,822
Marshall 2,528 145, 251
Panola. 1,31 02, 855
1,382 117, 040
Tate 831 67, 858
Tippah 2,110 152, 185
Union 1,680 121, 550
al 1a 851 43, 505
Total 13, 747 809, 956

Farm Credit Administration, Division of Finance and Research,
April 3, 1936.
No drought-relief loans.
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When the A. A. A, program was scrapped and knocked out
by the Supreme Court the first of this year, did this Congress
and this administration throw up their hands and quit and
say, “We cannot do anything to help the farmers of this
country, because the Supreme Court has thrown around us
such restrictions and limitations that we cannot legislate in
behalf of agriculture”? No! A thousand times no.

My Committee on Agriculture went to work as we had
never worked before, and today there is on the Federal stat-
ute books a law as the result of our efforts, designed to help
agriculture, stabilize the price the farmer gets for his prod-
ucts, and pay the individual farmer and producer of crops
direct benefits out of the Federal Treasury and at the same
time save and protect his lands. But we cannot tax the
processor for this specific purpose and make the present
agricultural program pay its way and be self-sustaining as
was the A. A. A, That is one great drawback and serious
limitation placed upon Congress by the recent decision of
the Supreme Court. This law that I helped to write, spoke
for, and worked for, is a substitute for the A. A. A. and is
known as the soil-conservation plan and temporary farm
program, 1936-37, and provides for a permanent State farm
plan beginning 1938, the success of which remains yet to be
determined. It is the best we can do for the present. If it
is administered properly, wisely, and justly, as Congress in-
tended it, this substitute A. A. A. will mean much to our dis-
trict, State, and Nation. It will form the bedrock for a soil-
rebuilding, conservation, and rehabilitation program that is
so essential and vital to agriculture in general and to our
district in particular.

posg

NATIONAL FORESTS

Long before I came to Congress I was interested in agricul-
ture, reforestation, soil-erosion, soil-conservation, and flood-
control problems. No work of this type had been undertaken
by the Government in our section of the State except some
flood protection along the Mississippi River.

I knew that, generally speaking, in our method of farming
we were taking everything we could away from our lands and
putting very little back in improvements on our lands. Such
treatment of our lands would inevitably lead to wreck and
ruin. That has been the universal history of every other
country that pursued that policy. Only when the people real-
ize that their lands are their greatest assets and should be so
treated and used, can our prosperity be lasting and secure.

Our forests had been denuded, our timber ruthlessly cut
and slaughtered. Our lands were washing away, and our
floods each year were becoming more serious.

I knew it was a problem so big that only this Government
could handle it with any degree of success, so I came to Con-
gress with the determination to do my best to get the Federal
Government interested in these vital problems. I felt I could
better serve my Nation, State, and district as a member of the
Committee on Agriculture than by being on any other com-
mittee in Congress. Mississippi had not had a member on
this exclusive Committee on Agriculture for about 15 years.
After serving my apprenticeship for several years on other
committees of Congress, I was elevated by my colleagues to
this great House Committee on Agriculture. I was happy, but
we still had a Republican administration, and the Democrats
had very little to do with shaping the Government’s policy.
However, I tried to prepare myself for the opportunity that I
believed would soon present itself. The opportunity came.
The Democrats first got control of the House in 1931. We
elected Hon. J. N. (Jack) Garner, of Texas, on December T,
1931, Speaker of the House while Mr. Hoover was still Presi-
dent and the Republicans were in control of the Government.

Speaker Garner on December 11, 1931, appointed me as the
Democratic Member of the House on the National Forest Res-
ervation Commission. This Commission is composed of three
members of the President’s Cabinet, the Secretary of War,
the Secretary of Agriculture, the Secretary of the Interior;
two United States Senators, one Republican, one Democrat;
and two Congressmen, one Republican and one Democrat.
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When I was first appointed to this Commission in De-
cember 1931 the Cabinet members were all Republicans;
one of the Senators on the Commission was Republican,
Senator Keves, of New Hamphire, and the other Congress-
man on the Commission was Republican, Hon. Willis C.
Hawley, of Oregon, who was coauthor of the Smoot-Hawley
Tariff Act of June 17, 1930. Senator Harris, of Georgia, and
I were the only two Democrats on this important National
Forest Reservation Commission. Naturally we were then
able to do very little for the South, where up to that time
there were practically no national forests. They had all
been established in the West, the Northwest, and the north-
eastern part of the United States. No money scarcely for
reforestation was up to that time being spent in the South.

Times changed. Mr. Franklin Delano Roosevelt was
elected President; Mr. Jack Garner was elected Vice Presi-
dent; and the Democrats gained control and took over the
reins of government on March 4, 1933. Our Speaker of the
House, Hon. Jack Garner, having been elected Vice Presi-
dent of the United States, we the Democrats of the House
elected the Honorable Henry Rainey, of Illinois, as Speaker of
the House of Representatives. He reappointed me as the
Democratic Congressman to the National Forest Reservation
Commission on March 27, 1933, and his successor, Speaker
JoE Byrns, reappointed me to this Commission on January
23, 1934. In the meantime Senator Harris, of Georgia, died,
and Senator Georce, of Georgia, was appointed to take his
place on the Commission. The three Cabinet members were
now Democrats instead of Republicans, so the tables were
just reverse to what they were under the Republican ad-
ministration. All members of the National Forest Reserva-
tion Commission under the Roosevelt administration are
Democrats except two, a Republican Senator, Senator Keves,
of New Hampshire, and Congressman WoobrurF, of Mich-
igan. May I say in passing that both of these Republicans
have cooperated with us in a wonderful fashion. All mem-
bers of the Commission resolved to inaugurate a real re-
forestation program if we could get the money to put our
plans into operation.

President Roosevelt was vitally interested in our work and
plans. Congress cooperated, and we have obtained results.
Since March 4, 1933, the achievements of the National For-
est Reservation Commission, working in cooperation with
the efficient Forest Service of our Government under the De-
partment of Agriculture, has a record that is outstanding
and will, more and more as time goes on, mean much to our
people. No State in the Union has been dealt with more
generously by our Commission than has Mississippi. Today
Mississippi has seven national-forest units, and the following
figures show the status of these seven national-forest units
as of April 3, 1936.

ForesT LAND AcQUISITION UNDER WEERS AND CLARRE-McNARY Laws
BY LAND EXCHANGE AND BY WITHDRAWAL FROM PUBLIC DOMAIN
Current land and financial status of established purchase units,
State of Mississfppf, as of Apr. 3, 1936

Pur- Total
Re- | chased | Av- | amount ﬁg% Apmpmxi“n =
Uit Gross |served | orin |erage|expended ares to. | cost to
area ub(li'l: u}mrse cost | or L:(timt;: be pur- | complete
ol pur- | per | ga
chase | acre | date | Chased | unit
Aeres Acres | Acres Acres
Holly Slgrlnga...- 530,520) ... ___. 99,173] $3.80] $376.424| 326, 067 $1, BAT, B3
Blenville..._.._..| 382,820 _._____ 172,477| 2.54| 438,809| 149,203 543,744
Chickasawhay_... 192, 000| 160| 134, 540 1. 45 195, 102 37, 040 113, 966
Leal River....... 624, 261 691| 227,648| 1.80{ 410,165 311,586) 750,834
Biloal_.____ . 400, 00 243| 126,054] 3.34] 423,575| 217,013| 769,057
H itto .| &7,580 202| 190,087] 3.80| 722,623 132, 221 529, 524
Delta__._____._..| 323,840 1096 13,344 55.00 733,9201 241,760 502,860
Total.__.__| 2,836,591 1,3582| 964,223] 3.43] 3,300, 418 1,416, 750| 5,077,884

The above-named seven national forest units are known
as the DeSoto National Forest of Mississippi.

The land purchased by the Government for these various
forest units has been mostly cut-over, worn-out, and sub-
marginal lands.
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One of these national forest units established by my Com-
mission in Mississippi, as you will see from the foregoing
table, is located in the Second Congressional District and
is known as the Holly Springs National Forest unit and
embraces lands in Tippah, Union, Benton, Lafayette, and
Marshall Counties.

In addition to the land-acquisition program, the Govern-
ment is spending vast sums developing and improving the
Holly Springs National Forest unit. From the beginning
the Government has only wanted to purchase the land that
the farmer could not use profitably. The Government’s pol-
icy is to buy the worn-out lands, the cut-over lands, the
submarginal lands, and the eroded lands, and convert these
lands into profitable and valuable lands and forests by
means of soil rehabilitation and reforestation. This is what
the Government is trying to do in my district with the
Holly Springs National Forest unit. Thousands of trees,
best adaptable to our soil and climatic conditions, have been
set out. Grasses have been planted, soil erosion has been
checked, water and drainage-control projects have been con-
structed, protection methods have been employed, fire-pre-
vention apparatus has been installed, lockout towers have
been erected, telephone lines have been built, good roads
have been made through the lands embracing the forest
unit, and other improvements are in the making in an
endeavor to develop the Holly Springs unit into a real
national forest.

This all takes time, money, and effort on the part of the
Government. We have no large tracts of cut-over lands in
our section. The purchases must necessarily be limited to
comparatively small acreage, which means a great deal of
title and abstract work, for the strict regulations of the
Government with reference to land titles complicate matters
and make it difficult for the Government to make much
progress in acquiring and paying for lands in our forest
unit. Our Commission realizes that it is one of the hardest
sections of the entire country in which to establish a na-
tional forest unit, but my contention is that no section of
the country anywhere is in greater need of a Government
forest than our district. The work and its value thus far
are there to show for themselves. If and when, in days to
come, the Government derives any revenue from this forest
unit, by sale of timber, grazing, hunting, recreation, or other-
wise, 25 percent of the gross returns to the Government is
paid by the Government into the general county funds of
the county in which the land is situated to be used and spent
by the respective counties for school and road improvements
within the county.

This present Democratic administration, under the leader-
ship of a great President, is planning and working for the
benefit of generations yet unborn.

v
C. C. C. CAMPS

March 31, 1936, marks the third anniversary of the Civil-
ian Conservation Corps camps. This was one of the first
of the New Deal's projects and also one of the most bene-
ficial, successful, and far-reaching. The planning and
launching of this C. C. C. program was the brainchild of
President Franklin D. Roosevelt; Congress cooperated.
Various agencies of the Government took part in this un-
dertaking. Naturally, most of the first camps to be estab-
lished were to be located on Government-owned land. Some
States, particularly the South, had very little Gevernment-
owned land. Mississippi at that time practically had no
tracts of Government-owned lands within its borders.

The Government did at that time own a little land in the
Homochitto National Forest, the first national-forest unit to
be established in Mississippi. But ever since I had been a
member of the National Forest Reservation Commission I
had been talking, planning, urging, and working to establish
a national-forest unit in my congressional district. The unit
was in the making, but the actual boundaries had not been
established because of lack of funds. The upper watershed
of the Tallahatchie Basin in my district was a location that
was being considered for this unit. So when the first C. C. C.
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camps were located in Mississippi they were placed in or near
the already established Homochitto National Forest unit in
southwest Mississippi, and also within or somewhere near
the contemplated national-forest unit that my Commission
hoped to establish in north Mississippi within the upper
watershed of the Tallahatchie Basin. That is the reason that
the first C. C. C. camps to be located in Mississippi were, for
the major part, in two areas—the Homochitto area and the
upper Tallahatchie River Basin area, where we planned to
establish a national-forest unit in my district, which our
Commission did establish shortly thereafter. Just as soon as
Government funds were made available and the details could
be worked out the Holly Springs National Forest Unit was
established by the National Forest Reservation Commission,
of which I was a member.

My friends, whether it is generally known or not, that is
the main reason why the Second Congressional District was
originally selected for the location of most of Mississippi’s
first C. C. C. camps. The counties of Marshall, Benton, Tip-
pah, Union, Lafayette, Pontotoc, Tate, and Panola were origi-
nally selected for establishment of the first C. C. C. camps in
Mississippi. Those counties, or a portion of them, were in
the upper watershed of the upper Tallahatchie River Basin,
and the contemplated forest unit in our section was being
considered to embrace a portion of the lands in these counties.
It afterward developed in defermining the exact boundary
lines of the Holly Springs Forest Unit that no lands in the
counties of Tate and Panola would be embraced in this forest
unit, for the reason that those two counties were not strictly
within the upper watershed of the Tallahatchie River Basin
and were located a little too far down in the Tallahatchie
Basin, although C. C. C. camps had already been located in
those two counties—one at Tyro in Tate County and one near
Batesville in Panola County. That is the reason we were never
able to locate a C. C. C. camp in Tallahatchie County or in
De Soto County. Tallahatchie County was too far down in
the lower reaches of the Tallahatchie Basin, and De Soto
County was not in the watershed of the Tallahatchie River
at all. At that time only the upper watershed of the Talla-
hatchie Basin was considered in connection with the estab-
lishment of the proposed national-forest unit in our section
of Mississippi.

The C. C. C. program later developed so that, regardless
of whether or not the Government owned any lands at or
near where the C. C. C. camps were located, if the erosion
and soil-conservation element was serious, there would be a
class or type of camps known strictly as soil-conservation
camps which could be located on privately owned lands.

On account of this broadened phase of the program, we
were able recently, comparatively speaking, to have C. C. C.
camps located in Yalobusha County and Tate County.
These camps are known as soil-conservation camps. Those
camps that are located in our district in the upper water-
shed of the Tallahatchie but which are on lands that the
Government did not embrace in the forest unit that it later
established, are also known as soil conservation camps.
Those camps in our district located on Government-owned
lands within the Holly Springs National Forest unit are
known as forest camps.

I appreciate immensely that after the Government actu-
ally began the purchase of lands within the confines of our
forest unit, the camp that was first established on this forest
land was named “Camp Wall Doxey.”

We have all three types of camps in the Second Congres-
sional District of Mississippi—soil-conservation camps, na-
tional-forest camps, and a State-park camp. This last-
named camp is known as Spring Lake State Park Camp and
is located in Marshall County, and the plans are for this
Spring Lake State Park to be made one of the real show
places of our section of the country.

I understand that in proportion to the amount of land
owned by the Government and the area involved, no congres-
sional district in the United States has had located in it as
many C. C. C. camps as the Second Congressional District of
Mississippi. Each one of the 10 counties within the district
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has had at least 1 camp located in it within the last 3 years,
except the 2 counties of Tallahatchie and De Soto, although
I have done my best for each of these counties. However,
De Soto is outside the watershed selected and Tallahatichie
County is not within the badly eroded upper part of the Tal-
lahatchie River watershed selected for the location of these
camps. However, I have been for some time and am still
working for resettlement and rehabilitation and soil-conser-
vation developments in the basin of the Coldwater River. I
hope before long these developments will be a reality. From
time to time certain camps had to be abandoned in accord-
ance with the Executive orders of the President to cut and
reduce camps in order to conserve the available funds. We
have had several camps abandoned in the district and later
reestablished when funds became available for the purpose.

Although we all know the value of the work and the neces-
sity for it, we are having a hard time obtaining funds with
which to carry on the present C. C. C. program. Naturally
when a reduction is found necessary and a reduction is or-
dered, Mississippi is required to take her pro-rata share of
the cut, and as a result the cut falls heaviest in the Second
District for the reason that we have all along and still have
more C. C. C. camps in our district than in any other con-
gressional district in the State. I am informed that my home
town, Holly Springs, Miss., has the distinction of being the
only town in the United States that has in it or right near
it two World War veterans’ C. C. C. camps.

No one regrets his district’s losing a camp any more than I
do. I know how hard it is to get a C. C. C. camp and I know
the great work the camps are doing and what they mean to
business and to the community in which they are located.

Just how many camps will be continued and how long
the C. C. C. program will last no one at this time knows,
However, I do feel that we are all thankful for what the
program has already done for our district; and whether a
camp located in every community or not, we appreci-
ate thé fact that we got as many camps as we could, and
certainly we did our best to keep what camps we had. We
are now faced with conditions over which we have no con-
trol; and when a reduction in this program becomes neces-
sary, it is incumbent upon us to take our share of the cut
and make the best of it.

The number of Mississippi men working in C. C. C. camps
has varied from time to time. On April 5, 1933, the Missis-
sippi quota was set at 4,400. This was increased to 9,200
when the decision was reached in the spring of 1935 fo
expand the whole C. C. C. program. On August 31 Missis-
sippi had a total of 12,239 men actually enrolled in C. C. C.
camps. The strength of the C. C. C. nationally on that date
was approximately 506,000. On February 1 the number of
Mississippi men in C. C. C. camps was 9,660. On that
date there were 9,021 men working in camps located in
Mississippi.

Altogether, an aggregate of 20,657 young men from Missis-
sippi have been enrolled in the Civilian Conservation Corps,
from the beginning through February 1, 1936. Mississippi
enrollees allotted home to dependents approximately $4,780,-
000 during this period out of their basic cash allowance of
$30 a month.

Obligations for the State of Mississippi through December
31, 1935, were approximately $19,486,000.

The Second Congressional District of Mississippi has had
the following C. C. C. camps, some of which are still being

operated:
Camps

Address

County

Batesville.
Tyro

yTO.
Waterford.
Abbeville.
Oxford.
Holly Springs.
--| Blue Mountain.
-| Myrtle, route 1,
ﬁs n]nnd.s i
olly prings
(Fifth, Potts
Camp).
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Camps—Continued

Camp no, County Address
PE-BB- . Lafayette. . Abbeville.
F-9 0. - New Albany.
.o | Marshall Waterford.
i b PR SRE Lafayette._. Oxford.
8CB-9. Tate Benatobia.
8Cs-12 Yalobush Coffeaville.
BCS-13 Marshall Holly Springs.
BOS-M. il Benton. . Ashhn£
BCB-15 Tippah Blue Mountain.
8CS-16. Panola Batesville.
BCB-1T. e Lafayette_ . Oxford.
BRI LA e Marshall Holly Springs.

It is likely that finally on a very much reduced basis this
C. C. C. program will be worked out so as to give it in a
limited way a permanent status. Its purpose is to rehabili-
tate young men by giving them employment and advantages
to prepare them for useful citizenship, as well as to help
in a financial way their dependents at home. World War
veterans and their families have also been benefited.

The part these camps have played in helping to solve the
unemployment situation and giving our young men and sol-
diers a break, as well as the type of work they have done,
make us realize it is a great program for a worthy cause
during this depression.

Aside from saving lands and forests, these C. C. C. camps
have greatly benefited young men in more ways than one.

It is the aim of this administration to help the youth of
this Nation, and with this in mind the National Youth Ad-
ministration was created.

The allocations under the N. Y. A. for the student-aid
program in Mississippi are as follows:

For the year
School aid $113,952
College aid 170, 150
Graduate aid 675

The allocation for National Youth Administration work
projects in Mississippi is $427,500, for the operation of rec-
reational projects, rural-youth development projects, pub-
lic-service projects, and research projects.

The student-aid program in Mississippi provided assistance
to 5,733 students in February 1936, distributed to the high
schools, colleges, and graduate schools.

Youth projects in Mississippi are employing 4,000 young
men and women throughout the State. The following are
typical projects in operation in the Second Congressional
District:

Numha; of
yout
1;3::’ Location of project assigned
Male | Female
Public service project- - $36 | Panola County.-....... 0 3
Recreation project.-...... 180 | Benton Count¥.. ..-... 0 4
P Fe del L 270 | De Boto County......... 2 4
Do.. 270 | Lafayette County. ... __ ;| 4
Do_. 180 | Marshall County....... 2 2
Do.- 270 | Panola County.- - ceee-- 2 4
Do 450 | Tallahatchie_ ..__.______ i [ ]
0 LA D U e e B 270 | Tate..._. e 2 4
DO e e 270 | Tippah.. 2 4
Do. 270 | Union.__. 2 4
Do 270 | Yalobusha.. 2 4
Do 54 | Do Bot0a-coninmamsnnssas 0| 6
Total 2,790 20 13

Our Government also provides for a limited number of
qualified young men to enter the Naval Academy at Annap-
olis, Md., and the West Point Military Academy at West
Point, N. Y.

I have been able during my service in Congress o offer an
appointment to either the Naval Academy or the West Point
Military Academy to some boy in each county of our district.
It is estimated that the cost to the Government for a 4-year
course at either academy is approximately $12,000.

v
FLOOD CONTROL—SARDIS RESERVOIR

The flood situation in what is known as the backwater

area of Mississippi has always been a serious problem for
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our district. Local interests have spent a great deal of
money for flood protection in our district, but we never
could get the Federal Government to consider it as a na-
tional or Federal problem and help us in the “backwater
area.” The Government took the position that our rivers
were not navigable; that is, they were not necessary to the
navigation of the Nation, and therefore the Government had
no jurisdiction over them even though they were tributaries
of the Mississippi River. The Government had many sur-
veys made of the rivers and conditions in our section of the
State but every report made by the Government and Army
Engineers was unfavorable and carried the specific recom-
mendation that it was a local flood problem and not one
subject to Federal flood control and the expenditure of
Federal funds. No progress toward obtaining Government
aid to help us control our floods in the backwater area was
made other than obtaining Government surveys, maps,
opinions, reports, and hearings before congressional com-
mittees.

I introduced in Congress H. R. 6190, a bill “To provide for
the control of the waters of the Coldwater, Tallahatchie,
Yocona, Yalobusha, and Yazoo Rivers in Mississippi, and for
other purposes.” This bill of mine provided, among other
things, that such plan for the improvement of navigation
and the control of the waters of these rivers and their tribu-
taries should include channeling, straightening, and deep-
ening the streams, soil-erosion prevention on the watersheds
by reforestation of abutting land and other methods, and the
establishment of reservoirs for the control and storage of
the water.

My flood-confrol bill further provided that the Govern-
ment, in order to carry out the purposes of the act, be au-
thorized to enter into contracts, to purchase lands, to erect
dams and other structures, and to do all things necessary to
prosecute the plans therein set forth. My bill authorized an
appropriation not to exceed $60,000,000 to be used and spent
by the Governmenf for this purpose. However, up to the
present time we have never been able to get any legislation
passed in Congress to control the flood waters of these rivers
and their tributaries and protect this backwater area from
the destruction of the floods in this section of our State.
Nevertheless, we have kept on working with everybody from
President Roosevelt on down the line, and last year after
Congress adjourned we succeeded in getting President Roose-
velt to issue an Executive order allocating $1,000,000 to be
used in the construction of what is known as the Sardis
Reservoir, in the Second Congressional District of Mississippi.
It was understood that this was a $10,000,000 project, and
that if and when the landowners in the counties of Panola,
Lafayette, and Marshall would agree to sell fo the Govern-
ment at a reasonable price sufficient lands to construct the
reservoir and store the water, there would be some way pro-
vided to get the other $9,000,000 to complete the project.
The landowners in these counties were immediately con-
tacted, and most of them signed the necessary options. This
preliminary and necessary work required time, and the Gov-
ernment’s district engineer, Col. L. E. Oliver, had charge of
the work., He submitted his report to the authorities in
Washington the first of this year, and it was accepted and
passed upon favorably.

However, it is to be noted that this is the only project of
its kind in the United States where the Government agrees
to purchase the necessary lands from the land owners. It
is the Government’s policy to do only the actual construc-
tion work on such projects, and all necessary lands and
rights-of-way are furnished by the local interests. We fold
the President and all other Government authorities in the
beginning that it would be impossible for the people, the
land owners, the districts, the counties, or the State of Mis-
sissippi to provide and furnish these necessary lands, and
that the only way to obtain this land for the purpose of
constructing the Sardis Reservoir was for the Government
to buy the land. So it was understood when we procured
the first million dollars that the Government would make an
exception in this particular case of the Sardis Reservoir and
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pay for the land if it could be obtained at a reasonable
price. The land owners of our district have substantially
agreed to sell their lands at a price considered fair and
reasonable. So after the report was filed in Washington, the
next step was fo obtain the other $9,000,000. The Presi-
dent, however, then had no funds available from which this
$9,000,000 could be secured. -Many emergencies had arisen
since we procured the first million dollars, and all the funds
had been allocated. As stated, those of us interested in
this project have contacted everybody we thought could pos-
sibly help us with it from the President on down. I person-
ally never missed an opportunity to bring it to the Presi-
dent’s attention. I even discussed it with him several even-
ings ago when Mrs. Doxey and I were having Sunday even-
ing supper at the White House with the President and Mrs.
Roosevelt. I know President Roosevelt is our friend; he
is with us, and is entirely appreciative of our position, but
there is just no Federal fund available for this purpose at
this time.

All the public-works money appropriated by Congress has
been allocated, so Members of both the Senate and the House
interested in our project have been, are, and will continue to
do everything in their power to provide and secure the nec-
essary funds in order that the Government may buy this
land and begin construction of the Sardis Reservoir. How=-
ever, so far the efforts of all of us combined have not been
able to pass the necessary appropriation in Congress for
this purpose, nor has the President been able to find any
funds at his disposal so that by Executive order he could
provide additional funds sufficient to purchase the land and
insure construction of the reservoir. It will take nearly
$2,000,000 to purchase the lands at the figures set forth in
the options already signed by the landowners. It will take
something like at least $9,000,000 to complete the construc-
tion of the reservoir proper. The Army Engineers and other
authorities are not going to recommend that the Vern-
ment take any further steps until sufficient Gow ent
funds are in hand so as to make certain that if and when
the Sardis Reservoir is undertaken to be constructed by the
Government, it will be sure to be completed. It is estimated
that it will require 2 years to complete the project and that
it will give employment to 5,000 persons and that the total
cost to the Government, including the purchasing of the
land, which will be about 100,000 acres, will be something
over $10,000,000. This is the first project of its kind any-
where in the South on which even this much progress has
been made. Both Mississippi Senators, all seven Mississippi
Congressmen, and all their friends are doing everything in
their power to definitely secure sufficient funds to construct
the Sardis Reservoir as soon as possible. The construction
of this reservoir means the beginning of a real and far-
reaching flood-control program for our section of the coun-
try. Without it, it is going to be nearly impossible for us to
get any other kind of Government flood relief in our back-
water area. This Sardis Reservoir is the key to our flood
problem in the backwater area of Mississippi.

If and when the construction of the Sardis Reservoir is
assured and truly gets under way, then there will be some
chance for us in our section to get other, further, extra, and
possibly different Federal flood-control projects for our dis-
trict and the entire backwater area. We all realize the im-
portance and necessity for this reservoir and all of us are
doing everything in our power to secure this project as soon
as possible. We have a fight and a hard one, but we have
gone a long way in our efforts to obtain this project. This
time last year there were no signs of encouragement with
regard to it. Today all preliminary steps have been taken
and approved. If we can now obtain sufficient additional
Government funds to insure the completion of this project,
work on the Sardis Reservoir will be begun within 30 days
after we get the money for this purpose. Securing Govern-
ment funds is now the problem. Believe me, it is a real
problem, for this administration is reducing expenditures
and cutting and slashing the use of Government funds in
all directions. All kinds of programs and public works are
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being discontinued and abandoned. No new ones are being
started. Economy, reform, reduction, retrenchment seem
to be the order of the day, and I am for it strong.

Vi

PUBLIC WORKS AND BUILDINGS

Since the inauguration of the public-works program, our
State has received comparatively a small distribution of the
funds, mainly for the reasons that local interests were
unable to match Government funds as the requirements of
the public-works program were that public-work projects
would be instituted either by the Government extending,
under certain conditions, “grants only”, “loans and grants”,
and “loans only.” Nevertheless, the Second Congressional
District has shared fairly well on the type of projects on
which the Government has furnished the major portion of
the funds needed. Quite a number of new schools have
been constructed and repaired; several light plants, water-
works, sewerage, and paving projects have been begun in a
number of our towns. Some other public works of value
and importance to the communities, villages, towns, and
counties are under construction, but none that especially
stand out as general public improvements except two,
namely, the enlarging and remodeling of the Federal build-
ing at Oxford and the new post-office building to be con-
structed at New Albany, Miss.

These two permanent public-building projects are paid for
entirely by the Government. The remodeling of the Federal
building at Oxford will cost $82,500, and the estimated total
cost of the new equipment for this building is $4,261.

The new post-office building at New Albany will cost ap-
proximately $68,000, including the site that was purchased
by the Government for $12,000.

These are both great assets to our district. The fine and | 12

convenient Federal building at Oxford will serve the public
and the citizens of the entire northern section of Mississippi.
The real ficht was begun for this building when as a new
Member of Congress I was on the Committee on Public Build-
ings and Grounds. The Republicans were then in power and
I had to have help from my Republican friends and I got it.
Congressman Dick Elliott, a Republican from Indiana, was
then chairman of the House Committee on Public Buildings
and Grounds. I was one of the Democrats on his committee,
but we were friends. He went with me to see President Hoover
and other high Republican officials in an effort then fo get
sufficient funds to improve the Oxford Federal building.
Enough of my Republican friends then among the leaders of
Congress helped me to obtain an authorization of $70,000
to be used to remodel this building at Oxford. This au-
thorization was passed by a Republican Congress and ap-
proved by a Republican President in 1931. However, I was
never able to get the actual money appropriated and set
aside for this specific purpose until the Democrats came into
pPower,

This handsome Federal building at Oxford will soon be
completed and stands as a credit and monument to our
district,

I have introduced in Congress bills to construct new post-
office buildings at Ripley and Charleston, Miss., as well as at
New Albany, but I was not able to get very far in securing &
new post-office building for any town in the Second District
except New Albany, for the reason that unless the receipts of
a post office amounted to more than $10,000 a year no serious
consideration could be given to the construction of a Federal
building for the post office in that town. None of the post
offices in the Second District at that time had yearly receipts
amounting to more than $10,000, except those towns already
having Federal buildings.

However, I am happy to say that the prospects now are
that there may be some office in our district where the
postal receipts will show an increase to more than $10,000
yearly, and I have just succeeded in getting the Post Office
Department to have surveys made of the situation at both
Ripley and Charleston, in an effort to get a new post-office
building at one or both of these places,
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EMERGENCY RELIEF AND WORKS PROGRESS ADMINISTRATION
In an effort to carry out our President’s desire that no one
should go hungry in this great Nation of ours, Congress, on
May 12, 1933, enacted the Federal Emergency Relief Act.
Under this act the total emergency relief expenditures for
the State of Mississippi during 1933, 1934, and 1935 were:

Federal funds

Total

Year amount
Amount |Percent
1033 $6, 052,339 | $5, 994, 201 99.0
1634 -e--| 12,565,423 | 12,320,363 8.0
1935 -| 13,641,949 | 12,713, 575 9.2
Total -| 32,259,711 | 31,028, 139 06.2

Of these amounts the Second Congressional District
received the following:
FEDERAL EMERGENCY RELIEF ADMINISTRATION

Amount of obligations incurred for emergency relief! by sources of
funds for the counties in the Second Congressional District of
Mississippi, April-December 1933 and calendar years 1934 and 1935

Federal [unds Btate funds Local funds
Total
County amount

Amount|Percent| Amount|Percent| A mount| Percent
Benton_..ceeeee-. 1$141, 719 [$140, 279 9.0 £269 0.2| $L1M1 0.8
00.4 375 .2 567 .4
944 o, 076 4.0 3, 669 L6
98.3 267 2 2,534 15
7.0 193 1 5,925 29
08.4 755 2 5,403 L4
09. 4 455 2 752 .4

P z 231, 99.6 913 4 15 ™
Union... e 0.8 400 1 201 3
Yalobusha ame—enea| 231, 626 | 224, 501 9.0 1,354 L] 5, 631 25

1 Includes obligations incurred for relief extended under the general relief program,
pnder all W and for administrstion; beginning April 1934 these ﬁgumu
also include ases of mateﬂs.ls, supplies, and equipment, rentals of equ ﬁe
(such as wam and trock hire) earnings of nonrelief persons employed, an:
penses incident to the emergency work relief program.

1 Less than }{o of 1 percent.

However, the number of people without employment con-
stantly increased the relief rolls until it was growing to such
proportions that the Government thought it best for the
morale of the people to adopt some plan whereby people
could be taken off the relief rolls and be given an opportunity
to earn their support or to earn enough to tide them over.
Thus, it was that the WPA came into being, and the funda-
mental principles with regard to the W. P. A. program were
that the projects should be useful and of such a nature that
a considerable proportion of the money spent would go into
wages for labor; also, that all projects must be of a character
to give employment to “those on the relief rolls”; and that
projects must be allocated to localities or relief areas in rela-
tion to the number of workers on relief rolls in those areas.
In the beginning the stipulation was that all projects must
employ at least 90 percent of their labor from relief rolls.
This prevented many worthy projects being established in
our district. In fact, last fall there was a great deal of
uncertainty and dissatisfaction attending this W. P. A. pro-
gram in Mississippi, so a month before Congress convened I
left home and came to Washington, as I knew there were
many mafters that I could handle better by contacting the
various authorities of the departments here in person than
I could by staying down home and writing or wiring them.
One of the first things I did on my arrival in Washington
was to contact the W. P. A. authorities in an effort to get our
W. P. A, program in Mississippi functioning in a satisfactory
and proper manner. The authorities here made concessions
to Mississippi that were made {o very few States in the
Union. A drought area was created within the State, and I
was successful in getting the authorities to include every
county in our district in the drought-stricken area so that
drought-stricken farmers might be eligible for work on
W. P. A, projects, even though they had not been on the
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relief rolls; this meant that more people would be put to
work and that more money would be spent in the District
than would have been otherwise,

As a further effort along this line, I introduced on the
first day of this session of Congress—January 3, 1936—a
House joint resolution, No. 427, providing that on account
of the drought and other conditions of nature over which
we had no control, the rules and regulations then in effect
as to who was eligible to be placed on the relief rolls and be
put to work on the W. P. A, projects should be modified so
as to include those persons living in drought- and flood-
stricken areas who were not on the relief rolls but who
were worthy and in need of help and employment and were
willing to work although not on relief.

On orders issued by Mr. Harry Hopkins, the National
Director of the Works Progress Administration in Wash-
ington, 10,000 additional persons were added to the eligible
rolls of Mississippi for W. P. A. employment. Every county
within our district was included, within what was designated
as the “drought-stricken area”, and about two million more
dollars was allocated to Mississippi to be spent for addi-
tional relief-employment purposes under State supervision.

The entire Mississippi delegation, including both Senators
and the seven Congressmen, have at all times done every-
thing they could to obtain for Mississippi its fair share of
this Federal relief money. For what and how it has been
spent is a matter absolutely and entirely within the juris-
diction of the State authorities.

Federal participation in W. P. A. in our State is under
the control and supervision of Dr. Wayne Alliston, the State
director of the Works Progress Administration for Mis-
sissippi.

Obviously no office in Washington could undertake to ear-
mark or designate which project in a State should be given
preference or be put into operation; if they attempted to do
that for one State, they would have to do it for all the
States, which could not satisfactorily be done. Therefore,
the selection and supervision of these projects was left en-
tirely to the W. P. A. administrator in each State. In Mis-
sissippi the selection and supervision of these projects is
entirely within the jurisdiction of the Mississippi State
W. P. A. director—Dr. Alliston—and those working under
him. Congressmen have nothing whatever to do with what
projects are selected for construction or who is to work on
them or who is to have jobs in the various set-ups. All that
has been turned over to the Works Progress director of the
State. All that Congress does or can do is fo enact the law
that will furnish the money for the work. That is what we
have been doing. The administration of the law is entirely
within the hands of State officials. Again, I repeat—the
selection of the projects to be put into operation and the
selection of the individuals who are put to work on the
projects is left wholly up to the State and local authorities,
and the Congressmen have nothing whatever to do with the
same.

There have been many substantial and worth-while proj-
ects in our district selected and some constructed with Gov-
ernment funds by State W. P. A. officials—farm-to-market
roads, school buildings and repairs on some; county, town,
and village improvements of various kinds—and I trust some
cold-storage plants, county agricultural buildings, National
Guard armories, airports, recreational centfers, and other
permanent improvements that have already been approved
by both State and Federal authorities will be established,
even though they have not as yet been finally selected and
designated for actual construction by the State Works Prog-
ress administrator of Mississippi, Dr. Wayne Alliston, with
whom is lodged the final authority to order these projects
constructed. Naturally, more projects were approved in
Washington than will ever be finally selected and constructed
out of W. P. A. funds. More applications were approved than
funds were available for in order to give the State Works
Progress administrators a flexible program, so that they
would have a great number of projects to pick from in the
selection and construction of the relatively few projects that
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will be finally completed with relief labor and paid for by
the Government.

The Second Congressional Distriet of Mississippi has thus
far received a considerable portion of Federal funds spent
for this type of relief.

Congress has provided other forms of relief, some paid
for entirely out of Federal funds. Other relief measures
enacted by Congress require the State also to provide State
funds before the program can be put into operation.

One particular example of this type of relief where match-
ing Government funds with State funds is required is the
social-security program. That law enacted by Congress
is intended to provide some safeguard against the insecur-
ity of modern life through cooperative action by the Fed-
eral and State Governments.

The provisions of the Social Security Act make possible
a number of distinct though related measures for social
security grouped into about six general divisions, namely,
(1) old-age assistance and cld-age benefits; (2) unemploy-
ment compensation; (3) security for children; (4) aid to
the blind; (5) extension of Public Health Service; (6) voca-
tional rehabilitation.

In order for the people of a particular State to partici-
pate in these benefits, the State legislatures must enact
State laws best suifed to their particular State’s local con-
ditions and peculiar problems and provide for the use of
State funds. For example, until the recent session of the
Mississippi State Legislature, no aged citizen of Mississippi
could secure any old-age benefits. Our legislature in March
of this year passed an old-age-pension law and provided
a million dollars to be used for the benefit of the needy
and aged individuals of our State who come within the
provisions of the law just passed by our State legislature.

The Federal Government will match on a 50-50 basis
every dollar spent by the State for old-age assistance but
will not contribute more than $15 per month for any one
individual. In other words, if the State puts up $15 per
person, the Government will match it with $15 Federal
funds, but no more. Of course, if the State puts up less, the
Government will put up a like amount of money. When
this matter was before Congress, many of us, especially those
Members in Congress representing Southern States, endeav-
ored to have the law enacted so as to require no matching
by the State and require the Federal Government to put up
all the money, not to exceed the amount of $30 per month
for each old person eligible for the pension under the law
and the regulations established. We failed after a hard
fight.

The Mississippi delegation in Congress realized it would be
a hard problem for our State to be able to match these
Federal funds. However, now Mississippi has provided a
million dollars for this purpose. What amount that will be
for each worthy old person who comes within the provisions
of the law, I do not know. The State administers the law,
and it is handled in accordance with the State law by State
officials. The plan no doubt will soon be worked out and be
administered by the State agencies as to the amount to be
paid to each aged person in Mississippi qualifying under the
law.

In this connection Mississippi has already received under
the Social Security Act for the months of February and
Mareh of 1936, the following:

Old-age |Aid tothe| Aidto
assistance| blind | children

Grant for assistance $175, 000 $8,400 |
Additional 5 percent for administration or assistance. 8, 750 T e i

Total grant for assistance and administration.| 183,750 8,820 | §32,336

Grand total, $224,926.

The State of Mississippi has received from the Federal
Government through the Children’s Bureau during the pres-
ent fiscal year $20,400.10. This sum is the first payment to
the State under the grants-in-aid provisions of the Social
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Security Act concerned with maternal and child health.
Another payment of $30,600.34 will be made to Mississippi
for this same purpose prior to June 30, 1936.

The appropriation for carrying out the provisions of the
Social Security Act became available on February 11, 1936.
Prior to this date the Children’s Bureau had no responsibility
for administering grants-in-aid measures, and there were
therefore no payments to Mississippi for earlier years.

The amount of expenditures of the Public Health Service
in the State of Mississippi for each of the last 6 years is as
follows:

1930 . $62, 342
1981. 63, 285
19R%L a 136, 232
1833 38, 185
1 G 52, 697
1035. .- 49, 251

The large expenditure during the fiscal year 1932 was on
account of a special appropriation made by Congress for
public-health work in drought-stricken areas.

The other related provisions of the Social Security Act
depend upon enactment of State laws functioning in a simi-
lar manner as the old-age-pension plan.

The philosophy of this type of legislation is looking for-
ward to and endeavoring to give security to the citizenship
of this country. One of the outstanding pieces of legislation
of this administration along this line has been the creation
of the Federal Deposit Insurance Corporation. We all know
the chaotic condition facing this country in March 1933.
Banks were failing and closing throughout the country, and
in our district the bank failures had affected many of us
in a most disastrous manner. It was a most serious problem,
but the new administration took hold of the situation and
Congress fashioned and enacted a measure whereby our
banks were put on a more stable basis and your deposits
today are guaranteed up to the amount of $5,000. We have
the best and strongest Federal banking system today that
this country has ever known, and it has been the purpose
of this administration to protect the depositors in their life
savings and to insure that the banking concerns that hold
themselves out to do business with the people are on a firm,
solid basis.

vixo
VETERANS' BENEFITS—SOLDIERS’ BONUS

All during my public career I have never missed an op-
portunity to do what I could, under the circumstances, for
any and all soldiers, their wives, children, and dependents.

Since I have been in Congress I have maintained and kept
my office open for business the year round both at home
and in Washington. Through each office there has been
handled a great volume of business for the veterans of all
wars, their wives, children, and dependents, There are
many, many things that we tried and wanted to do for the
veterans that we were unable to do—just could not do them
under the circumstances, laws, rules, and regulations. Ever
since I have been in Congress I have worked for the bonus—
signed petitions and discharge motions, attended various
conferences and caucuses, made speeches, cooperated in
every way I could, and voted every time for the immediate
cash payment of the so-called “soldier’s bonus.” Today it
is a reality. The World War Veterans have their bonus in
cash or will have it in cach on June 15, 1936, if they want it.

In my own State—Mississippi—36,802 World War veterans
will receive $19,308,411.76, approximately.

The veterans of the 10 counties comprising the Second
Congressional District of Mississippi will receive approxi-
mately the following amounts by counties:

Benton County. $904, 322. 56
De Soto County. 244, 510. 06
Lafayette County 192, 028. 54
Marshall County 230, 040. 83
Panola County 275, 364. 58
Tallahatchie County 341, 879. 62
Tate County 167, 853. 66
Tippah County 179, 340. 70
Union County. 204, 428. 02
Yalobusha County. ) 170, 613. 00
Total to veterans of Second Congressional Dis-
trict of Mieaicq{pp] 2,109, 381.57
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With more than $2,000,000 distributed for this purpose in
our district at this time, everybody should be benefited. It
is estimated that there will be a turnover of the money
within the next 12 months of something like eight times.
That means that this money will pay bills; provide for the
necessities of life; purchase comforts for men, women, and
children; create business; satisfy mortgages on homes and
mortgages on personal property; and, in general, make life
more worth while,

The statisticians say that the payment of the bonus
throughout the entire country will cause this bonus money
to do $16,000,000,000 worth of additional business in the
United States within the next year. It belongs to the World
War veterans and their families, and I am happy it is paid
and that I had the privilege of helping the veterans get their
bonus, along with many other benefits, such as disability
allowances, compensation benefits, insurance benefits, funeral
expenses, and so forth.

Whether Congress was in session or notf, I stayed on the
job and did the best I could at all times.

Aside from the amount of bonus mentioned above, the fol-
lowing statement indicates the approximate disbursements
for veterans and dependents of deceased veterans of all wars
for the fiscal years 1932, 1933, 1934, and 1935 for the State of
Mississippi: {

Fiscal year
Mississippl
1935 1934 1933 1032
AJl wars:
Compensation and pensions,
veterans and dependents of
deceased veterans (disabil-
ity and death) .- .o eev-- $5,088, 117 | $4, 173,205 | $8,237,842 | §7,717,304
Military and naval insurance__.__| 1,298,003 1,330,524 | 1,574,424 1, 560, 104
Adjusted service and depan
LAY e 2,181 41,033 53, T4 60, 317
.!Ldiusted-sarhviea certificates 259, 044 i i =L 20600
tured eath) . h
Aéﬁ?nimﬂ& L R -] 1,127,015 870,946 | 1,018,254 1, 040, 487
Construction o eeeeaeacn— 970 70, 671 708, 597 370, 441
Total disbursement.........| 7,764,926 | 6,735,875 | 11,921,608 | 10,955 296

1 Includes expenditures incident to the maintenance and operation of all offices and
hospitals, all forms of medical, hospital, and domiciliary care,

IX
ROADS

Everybody has worked for good roads in Mississippi.
From many standpoints we have already accomplished
much in road building in our State. Mississippi has a
highly satisfactory system of what is known as “secondary
roads.” Most all the roads in our district are graded and
surfaced. Any time of the year—in all kinds of weather—
nearly all the roads through the rural sections are passable.
The reason we are held up to criticism as a State and dis-
trict with regard to roads is on account of our main trunk
lines designated as “through Federal highways” being for
the most part graveled and not concreted. The conditions
and the times demand that especially the main Federal
highways be concreted. In our district, much money—
county, State, and Federal funds—has already been spent
on our good-roads program. The Government has certainly
been generous in allocating Federal funds for road con-
struction in Mississippi, as is shown by the following
figures:
Federal highway funds a to Mississippi by the Secretary

of Agriculture, fiscal years 1929 to 1936, inclusive

Federal aid Repairing
roads

destroyed

Forest roads

Fiscal year

i SRR
Total ...

11, 147, 014. 80
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These figures do not include funds recently made avail-
able to Mississippi under the $40,000,000 road program.

Already a part of Federal Highway 51 and a portion of
Federal Highway 78 in our district are concreted. I feel
certain that under the present $40,000,000 State road-build-
ing program at least these two main highways will be
entirely concreted. Then the Second Congressional District
will at least have a concrete highway running north and
south and a main highway east and west completely con-
creted throughout our district.

Under this present program, it may be possible that other
main highways in our district may be concreted. I hope so.
But that remains yet to be seen. If has taken a great deal
of time, labor, and cooperation on the part of us all to pro-
cure the present $40,000,000 road program for Mississippi.
Our Governor, our State legislature, and all officials cer-
tainly did a good job and cooperated in a wonderful fashion.
- Our United States Senators and all Mississippi Congressmen
worked at this job continuously not only during the ses-
sions of Congress but during the recess of Congress. Through
this cooperative effort we secured an oufright gift or grant
from the Federal Government of $15,000,000 for Mississippi,
which made possible this present Mississippi $40,000,000 road
program. In addition, the Federal Government loaned to
Mississippi on long terms, at a low rate of interest, the sum
of $18,500,000. Securing about $33,500,000 at this time
from the Federal Government to build roads in any State
is quite an accomplishment. It is also going to be a serious
and responsible task to properly administer and execute this
road program which has been placed in the hands of State
officials.

May our great State and our splendid district obtain
worth-while results and receive full, adequate, just, and fair
value for the money to be expended in this progressive good-
roads program in Mississippi.

X
T. V. A—RURAL ELECTRIFICATION

When I first came to Congress one of the vital issues before
it was the “development of Muscle Shoals.” Nothing had
been done with that great natural and national asset ex-
cept the developments as a wartime project, resulting from
the passage of a wartime measure by Congress during the
Wilson administration.

After the World War, when the Democrats went out of
power and a Republican administration was ushered in, the
development of this great project came to a standstill. Both
President Coolidge and President Hoover vetoed legislation
passed by Congress for the further development of Muscle
Shoals, Never were we able to do anything until the Demo-
crats regained control of this Government and Mr. Franklin
Delano Roosevelt occupied the White House as our Chief
Executive. Since then we have been able to go places and
do things. The first session of Congress under this Demo-
cratic administration passed legislation to develop Muscle
Shoals and created the Tennessee Valley Authority, briefiy
referred to as the T. V. A. This development has been mar-
velous, and the work of the T. V. A. has been unsurpassed.
From the beginning, a portion of our State—the northeastern
part of Mississippi—was included within the area known as
the T. V. A. area. At first, no territory embraced within
the Second Congressional District of Mississippi was desig-
nated within the immediate T. V. A. development area.
However, a project as big and as far-reaching as the T. V. A.
necessarily will reach out and expand. As the construction
of the various dams progressed, additional legislation by
Congress was enacted and more Federal funds provided,
which permitted other territory to be added to the Tennessee
Valley area, and plans for development of our particular area
began.

This expansion was reaching our way, and about 18
months ago the northeastern part of our district was in-
cluded within this immediate T. V. A. area. Power and elec-
trification developments by the T. V. A. started in portions
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of Union, Tippah, Benton, and Marshall Counties of Missis~
sippi. Since then rapid strides have been made in this ter-
ritory by T. V. A. Today with the city of New Albany, the
county site of Union County, as the central distributing cen-
ter for T. V. A. power and electrical energy in this section of
our district, a new era is af hand for the people in this section
of Mississippi.

Within the near future my home town of Holly Springs,
Miss., will be also one of the central distributing cities for
T. V. A. power. From time to time as additional territory
is included within the T. V. A. area, other towns and counties
in our district will be receiving T. V. A. power if they want
it and go after it whole-heartedly. To my mind, the time is
not far distant when all the territory comprising the Second
Congressional District of Mississippi will have the opportu-
nity to secure the wonderful advantages of T.V.A. Whether
or not the terms and conditions incident to T. V. A. contracts
are agreed to by the towns and counties offered this oppor-
tunity is a matter entirely in the hands of the people and
the local authorities to accept or reject if and when the
T. V. A. contract is tendered them. The purpose of the
T. V. A. is to benefit the country people as well as the town
people. The T. V. A. facilities afforded the towns as dis-
tributing centers will be necessary in order to construct power
lines throughout our rural districts for rural electrification.

T. V. A. is the cheapest electrical power obtainable. That
is an important factor in rural electrification.

Judge the future by the past. Wherever T. V. A. has gone,
satisfaction has reigned. Cheap power and electricity mean
more to both the city and the country development than any
other one thing. T. V. A. promotes industry. It denotes
progress. It insures the best for the least. It brings happi-
ness. It relieves drudgery. It holds out the many benefits of
cheap electrical energy to every home both in the cities and
in the country. It will revolutionize our way of living and
cause the eyes of the world to be on us. This T. V. A. devel-
opment is just in its infancy. So is rural electrification.

The many and varied benefits of rural electrification in our
district are just beginning to be felt. May it spread until
every home in our district enjoys the blessings it has in stors
for us. Advancement, achievement, progress, and prosperity
follow T. V. A. and rural electrification. It is an opportunity
of a lifetime and makes living more worth while. Our district
is indeed fortunate to have T. V. A. within its reach. To say
that I am for it and have done everything I could to help
bring it to us is putting it mildly. I have worked night and
day, in season and out of season, for the development of the
Tennessee Valley Authority, I was present when this caze
was argued in the Supreme Court of the United States. I was
there when the decision of the Court was rendered by Chief
Justice Hughes. I heard the only judge out of the nine
Justices—Mr. Justice McReynolds—dissent.

A few weeks before, when I heard this same Court by a
divided opinion of 6 to 3 declare our Agricultural Adjustment
Act unconstitutional, I was distressed. I said then that the
A. A A. decision is a blow to us, but we can still do something
for agriculture and enact a law as a substitute for the A. A. A.,
but if that Supreme Court declares the T. V. A. unconstitu-
tional there is no hope of Congress passing a law as a substi-
tute for T. V. A., so when the Supreme Court upheld the con-
stitutionality of the T. V. A., I was indeed happy.

In my judgment, there will yet be other legal attacks made
upon T. V. A. The Supreme Court only passed upon a case
where the facts involved Wilson Dam and its operation.
That development was begun and completed during the
World War, with its main purpose—national defense; these
other developments such as Norris Dam, Wheeler Dam, and
Pickwick Dam are peacetime developments and present dif-
ferent issues of fact as well as of law. I am certain that the
Supreme Court of the United States will before long be
called upon to decide these issues.

No one knows what, when, and how these issues will be
presented to the Court. Nor do they know how the Supreme
Court will decide them. Therefore I trust the people of my




1936

district and my State will at their first opportunity take ad-
vantage of T. V. A. if and when the opportunity is given
them by this governmental agency. When we get T. V. A.
it will be hard to take it away from us. However, until we
do get it, there is always a chance of us not getting it.

One development leads to another. The entire program
sponsored by this administration is interrelated and applies
to all classes and affects directly or indirectly all persons in
this country. With T. V. A. and rural electrification dis-
tributed to the farm homes of our district, we are in a better
position to obtain a real Government rural resettlement
project. I have been working on this resettlement program
for our district ever since it was established by this present
administration. We have felt some of its benefits by virtue
of the Government renting some lands and endeavoring in
every county in our district to rehabilitate some of our
destitute farmers, but to date we have not been successful in
getting a permanent resettlement colony established in our
district, although examinations, surveys, and investigations
have been made in various parts of our district; however,
when these reports were compared by Washington officials
with the reports of other districts making application for re-
settlement colonies, it was found that our district by com-
parison with the other districts did not show the need or the
facilities or the land eligible for such projects that the other
districts did. That is often the great stumbling block with
regard to many projects.

A project viewed solely from a local standpoint looks
worthy indeed and the applicants can see no reason why the
Government should not take favorable action on their par-
ticular application. However, in Washington the project
is viewed not from a local standpoint but from a national
standpoint; that is, the authorities can handle just so many
of a certain type of project; they consider all the applica-
tions—all the cases—and compare the merits of each one
with the merits of all the rest. Then begins the process of
selecting the one best meeting all the requirements, and in
this process the case that looked so favorable from a local
standpoint has not a chance when compared with all the
other cases. And that is exactly what happened with the
several applications I presented from our district to the
Resettlement Administration in Washington.

However, this is about the only governmental activity
under this New Deal program applicable at all to the condi-
tions of our district that has not been securely located and
operated within our district to date. It may be later that
we will be successful in this regard as this resettlement
program progresses.

Along this line there is now before my committee bills pro-
posing “To establish the Farmers’ Home Corporation, to en-
courage and promote the ownership of farm homes and to
make the possession of such homes more secure, to provide
for the general welfare of the United States, to provide rural
rehabilitation and additional credit facilities for agricultural
development and for tenant farmers, and for other purposes.”

The membership of the House Committee on Agriculture
has been working on this farm-tenant problem for quite
a while. We realize it is a most serious and urgent problem,
but it is going to take time, money, effort, and cooperation to
get a satisfactory farm-tenant bill passed by Congress. I
realize that the quicker we have more home owners and less
tenancy in this country the better off this country will be.
However, at this time we are faced with much opposition
and it is going to take time to overcome this strong opposi-
tion.

Some important farm legislation will necessarily have to
go over until the next Congress, and I am afraid that this
is what will happen to the farm-tenant bill that is now
being considered by my Committee on Agriculture. I am
for home ownership in this country and am doing all I can
to have such a law enacted by Congress as soon as possible,

In conclusion I give a brief summary of the many benefits
that have poured into the State of Mississippi since Franklin
Delano Roosevelt took office as the head of this great Nation.
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Summary operations report, Federal agencies in Mississippi
Farm Credit Administration:

Mortgage loans___ $15, 122, 200
Short-term credit 23, 997, 282
Home Owners' Loan Corporation 16, 315, 256
Federal Housing Administration:
Title I 181,609,218
Title IT_ 12,794,082
Reconstruction Finance Corporation . ____ 36, 962, 030
Commodity Credit Corporation 30, 845, 657
Civil Works Administration 8, 297,882
Emergency conservation work 21,286,013
Public Works Administration:
Non-Federal projects 6, 889, 635
Federal projects. 21, 535, 683
Federal Emergency Relief Administration. _._._________ 34, 793, 392
Agricultural Adjustment Administration_____________ 34, 394, 852
Emergency Relief Appropriation Act of 1935 (W.P.A.). 45,413, 286
Total 294, 853, 168
Less duplication of Emergency Relief Appropriation
Act of 1935 funds___. o 22,479, 228
Less Reconstruction Finance Corporation loans prior
to Mar. 4, 1933 11, 588, 959
Net total 260, 784, 981

1 Not included in the total.

The net total is an approximation of the amount of funds which
has been loaned, allotted, expended, or disbursed in Mississippi
since March 1933 by agencies and departments of the Federal Gov-
ernment. This is a conservative approximation and includes loans
and grants of Federal funds to individuals, organizations, and to
the State by the above agencies,

We all know and are deeply appreciative of the wonderful
response that the Government and all relief agencies have
given to our State in times of disaster as evidenced in the
recent catastrophe that visited our section of the State and
took such a heavy toll of life and property, especially at
Tupelo, Miss,

This Democratic administration has delivered. It does not
have to rely on empty promises and vain generalities. For the
past 3 years well-marked signboards have been erected along
the way of this administration from depression to prosperity.
We have not yet reached our goal although we are marching
surely and steadily onward in a great effort to make this
country a better place in which to live and to provide for all
its citizens the opportunity of a “more abundant life.”

Of course, I have not attempted to set out all the benefits
that we have received under this Roosevelt Democratic ad-
ministration, but I believe from what I have shown, you feel,
as I do, truly grateful for the benefits we have received under
this humanitarian and far-sighted administration, and I am
thankful that I was privileged to have a small part in helping
to procure these benefits for my beloved country, State, and
district. [Applause.]

Mr. VINSON of Eenfucky. Mr. Chairman, I yield 5 minutes
to the gentleman from California [Mr. Forpl.

Mr. FORD of California. Mr. Chairman, the first princi-
ple of taxation is that the burden should be apportioned in
accordance with the ability to pay. The second principle is
that, whenever possible, taxes should be assessed so as to
advance sound principles of social justice. It is, therefore,
well to examine the present tax bill in the light of these
principles.

The outstanding provision of this bill is the tax on the
total net income of corporations, with the rate varied ac-
cording to the percentage of profits put into surpluses. For
taxing purposes corporations are divided into those with ad-
justed net incomes of $10,000 or less and those with ad-
justed net income of more than $10,000. And the rate is
increased according to the percentage of profits put into
surplus—or otherwise held from distribution.

This is just, because those taxed are manifestly able to
pay the tax. And it is highly desirable, because it is bound
to have favorable social and economic consequences. Those
who have made an unbiased study of our unstable and in-
equitable economic system quite generally agree that one of
the major causes of its devastating booms and its ruinous
periods of depression is the building up by great corpora-
tions of excessive surpluses.
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These surpluses come, of course, out of profits. Profits
arise from many sources, but the outstanding source in in-
dustry is the lowering of unit costs of production. This re-
duction in unit costs is largely due to the decreased cost of
labor per unit of production. The lower labor costs may be,
and usually are due to improved machinery, which lessens
the man-hours of labor applied to the making of the product.
This should be a blessing to all mankind, and it could be if
human welfare had any reasonable consideration in indus-
try. But, unfortunately, the introduction of labor-saving
machinery results in the throwing of men and women out
of work and the consequent reduction of public purchasing
POWer.

Thus, tragically, labor-saving machinery has increased
profits and has reduced the share of labor in the products of
industry. And in many cases the stockholders in the indus-
trial corporations have not received their fair share of the
increased profits. Instead a large part of the profits are
held in surpluses.

This is the crux of our failure to achieve and maintain
general prosperity in the midst of plenty. I cannot over-
emphasize this. It is basic; it is the most potent cause of
low wages, of the long workweek, unemployment, poverty,
and the threatened collapse of our whole system. In strik-
ing at this, we are striking at the root of the economic evil.
Thus it is not merely a revenue bill we have before us, but an
enlightened and tremendously vital effort to bring about an
absolutely necessary readjustment of the distribution of
income in this country.

In industry, the lowering of costs should be immediately
reflected in higher dividends, higher wages, and lower prices
to consumers.

Why? First, in the interest of justice to consumers and
to labor. Second, in order fo stimulate consumption and
keep business on an even keel. It needs no argument to
make clear the basic fact that in a machine age, with large-
scale production, there must be large-scale consumption, and
that this is not possible if a large part of the returns from
production is put into excessive surpluses.

What happens to such excessive surpluses was clearly and
tragically demonstrated in the boom years ending with the
collapse in 1929. Business was good; costs were low; profits
were high. Surpluses mounted. The speculative fever was
rampant—due to excessive profits. New business enterprises
were started; investments in stocks and bonds daily in-
creased. These caused a demand for loans. Interest rates
soared so high that even conservative firms began loaning
from surpluses; these loans got into the stock market; the
boom expanded. And then it broke. With the collapse,
millions of dollars loaned from surpluses were lost. Thus
the excessive surpluses first stimulated speculation and then
were lost in the collapse. Every economist will tell you that
this money should never have been in the market; that, in
fact, it never should have been gotten together in surpluses.
Instead, it should have been paid out week after week to
labor, or should have been avoided through the lowering of
prices to consumers and the increase of legitimate dividends
to investors.

If this policy had been followed by big business, the in-
creased purchases by the consuming public and especially
by wage earners and investors would have kept business
going. There would have been no such monstrous specu-
lative frenzy and no tragic collapse.

As it was the collapse caused the laying off of millions
of workers and the partial or complete closing of thousands
of plants. Now, one of the great losses suffered by industry
was that due to excessive plant expansion. This was one
of the ways of avoiding just taxation. The depression
closed the new and unnecessary additions to the plants. Ob-
solescence reduced their value before the slow revival came.
Nobody profited; everybody lost.

The tragic mistake that our industrial and business lead-
ers have made during these many years is to think they
could play an entirely selfish game and get away with it.

If profits are reflected in larger dividends, all business is
stimulated. If profits are shared with labor, more pur-
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chasing power is created for the products of industry. This
is the basic fact in our machine age. It must be recog-
nized and accepted if our system is not to collapse.

If such a policy were followed, those men and women who
are displaced by the machine in one industry would easily
and quickly be transferred to other employment, created
by increased purchasing power in the hands of workers
and of the public generally. We can well employ more
people to produce luxuries not for the few but for the
multitude. We can support more professional people, more
teachers, doctors, dentists, nurses, lawyers. There will be
plenty of employment for all, plenty of services to be ren-
dered when the people have incomes that will enable them
to live rounded and comfortable lives,

It is clear that taxing excessive surpluses will give a wider
distribution of purchasing power to investors. I think it is a
fair assumption that taxing excessive surpluses will tend to
cause corporations to turn away from the effort to make
excessive profits, for there is a peak beyond which dividends
cannot safely soar. One of two alternatives will have to be
considered as to profits. The first is to share with labor,
either through higher wages, a shorter workweek, or direct
profit sharing. The second is to reduce prices to consumers,
Either is highly desirable from the standpoint of public inter-
est, of business stability, and of the beneficial and far-
reaching social effects.

The charge is made that the proposed tax will destroy
small businesses. The answer is that the tax does not apply
to businesses owned by individuals or in partnership. Small
corporations are amply protected. Such a corporation can
accumulate approximately 40 percent of its net income with-
out paying a greater tax than it does under the present law.
All corporations, large and small, may continue to retain
surpluses sufficient for every legitimate need.

The charge is made that stockholders will suffer because
in nonprosperous years there will be no surpluses from which
to pay dividends. This is untrue, for even a large corpora-
tion can put aside as much as 30 percent of its net income
for surplus and not pay any higher tax than it does today.
This is sufficient surplus to insure stability of income under
sound conditions.

I maintain that the tax is sound and fair and is essential as
a means of distributing the benefits of the machine age to
those who do the work, supply the capifal, and purchase the
products of the machine. [Applause.]

Mr. BACHARACH. Mr. Chairman, I yield 30 minutes to
the gentleman from Michigan [Mr, WoobrUFFl.

Mr. WOODRUFF. Mr. Chairman, I ask unanimous con-
sent to extend my remarks by printing in the Recorp two
tables presented to the committee during the hearings by
ithe Commissioner of Internal Revenue, also a table pre-
pared by a concern known as Prentice-Hall, Inc., of New
York. The latter table gives information as to the specific
taxes on different incomes, is accurate, and is very perti-
nent to the question under discussion. It will contribute
much fo the knowledge of the Members when they have an
opportunity to examine it,

The CHAIRMAN. Without objection, it is so ordered.

There was no objection.

Mr. WOODRUFF. Mr. Chairman, the demand from the
White House that Congress place upon the shoulders of
the already overburdened taxpayers of the Nation an addi-
tional tax burden of more than eleven hundred millions of
dollars brought more sharply to the attention of the public
the profligate way in which the national substance is being
dissipated by the administration. That public funds—the
people’s money, if you please—are being flung to the four
winds without regard to securing value therefor is a matter
of common knowledge, as every community in the Nation
can testify.

What is not generally known outside Washington, how-
ever, is that this squandering and waste and inefficiency
has been raised to the nth degree in the headquarters
organizations of the many alphabetical agencies. Verifica-
tion of this condition from an employee of the Resettle-
ment Administration, who, of course belongs to the Demo-
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cratic Party, otherwise he would not have the job he holds,
came to me sometime ago in the form of a letter, which I
quote in part as follows:

We have winked at spending thousands until the music must
be faced.

Why not begin in sincerity by trimming some of the useless
and worthless agencies? And, for the sake of common decency,
begin with the Resettlement Administration, where—

1. The Administration pay roll has reached $2,000,000 per
month.

2, Thirteen thousand chairwarmers are doing and duplicating
each others’ work—and nearly all of it useless work.

Third. Eight hundred and ninety-four persons in the adminis-
tration engaged in “management”, but so far no one has been able
to find out what they manage.

Fourth, More than 3,500 employees of Resettlement are receiv-
ing salaries in excess of civil-service ratings—all because they
have pull and friends.

Fifth. The Administration’s construction division is spending
for labor to the tune of 30,000 per day—enough to build at
least 10 low-cost houses, but does not build 10 houses a month.

Sixth. Hundreds of the higher salaried employees know that
they are on dignified relief, but why dish out relief at the rate

of $2,500 to 5,000 per year per person?

Seventh. Of all the headaches the t administration will
have will be the one when the public finds out what a disorgan-
ized, far-flung, wasteful agency the Resettlement is.

Eighth. You may be interested in knowing that many have left

the Resettlement to save their self-respect, and the writer of this
will do so soon.
- The report of the committee, submitted by Mr. Bell, Acting
Director of the Bureau of the Budget, containing infor-
mation relative to the program of the Resettlement Admin-
istration is most illuminating. This information was ob-
tained from statements furnished by Professor Tugwell, the
administrator himself. The report will be found on pages
705 to 707 of the hearings and a reading of this report will,
I believe, confirm the information conveyed to me in the
letter quoted above.

The Resettlement Administration is the agency referred
to as “Utopia unlimited” in a series of articles appearing
recently in the Washington Post. It is an agency estab-
lished without specific authorization of Congress and was
brought into existence by Executive order of the President.
To this activity, or shall I say “inactivity” has been allo-
cated by the President the staggering sum of $278,347,171.29.
With this money, or a part of it at least, Professor Tugwell
has proceeded to employ, according to his report, 16,943
persons at an aggregate expense to the taxpayers each year
of $24,380,985 for salaries alone.

Thirteen thousand four hundred and eighty-one of these
individuals are employed “in the field”; so, of course, travel
and subsistence expense for them must be no small item.
The Resettlement Administration has all the powers of a
government within a government, and Professor Tugwell can
hire and fire to his heart’s content, although it would seem
that the gentleman knows much about hiring, but mighty
little about firing.

As nearly as we can gather from the sentimental and
gushing pronouncements regarding its origin and purposes,
emanating from its publicity division, the philosophy pur-
sued is that by shifting people around from where they are
to where Dr. Tugwell thinks they ought to be, somehow in
the process the subjects of his experimentation will realize
the “more abundant life.”

An illustration of this theory working out in practice is
seen in the Matanuska Valley project in Alaska, involving
transfer of 200 families from Michigan, Wisconsin, and Min-
nesota, where they had established themselves, to the rim of
the Arctic Circle, where they were allotted farms of 40
acres per family upon which they, I understand, assumed
mortgages of $6,000 each, not one of which can ever be paid,
even in part, but where, according to the “brain trusters”,
agricultural conditions are almost ideal.

To date the Government has spent approximately $18,000
per family. Not a crop has been raised, and already 33
families have thrown up their hands, given it up as a bad
job, and have returned home. It is prophesied by one of
Alaska'’s newspapermen, who has been there for years and
who knows the situation far better than any theoretical
bureaucrat in Washington can possibly know it, that very
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few of the colonists will be in Matanuska at this time next
year.

The Matanuska experiment is only one of many under
way. Information coming to us regarding these other proj-
ects is replete with instances of similar unsatisfactory con-
ditions which point to ultimate failure, with the result of
shocking waste of the public funds with no permanent
benefit to anyone.

An even more startling discrepancy between the cost to
the taxpayers and the benefits to the recipients of the favors
being spread around greets the inquirer who looks into the
fiscal affairs of Professor Tugwell’s Administration. Admin-
istration costs have been, according to the best information
I can secure, $13,000 to provide benefits to the needy of less
than $2,500. The reason for this is vividly set forth in the
letter from which I quoted earlier in my remarks. This
would seem to indicate that the relief extended by this
agency is confined principally to the relief extended to those
upon the Resettlement pay roll.

The daily statement of the United States Treasury dated
April 20, 1936, disclosed the fact that, of the money allocated
to the Resettlement Administration, there was of that date
the sum of $173,646,075.56 unexpended. If the Committee is
really desirous of securing the amount of money called for
by the President—which, of course, the bill will not provide—
I suggest that they induce President Roosevelt to issue an
Executive order putting an end to the fantastic activities of
the Resettlement Administration, fire bodily Professor Tug-
well himself and all his 16,943 assistants, and cover back
into the Treasury’s general fund the $173,646,000 while this
sum is still available,

There is a well-known axiom that “a dollar saved is a dollar
earned.” Here is an opportunity to actually secure this mag-
nificent amount of money without delay and without taxing
our people in this amount. I commend this suggestion to the
earnest consideration of the majority members of the Com-
mittee.

There are many other activities of the Administration,
entirely without congressional sanction, involving the ex-
penditure of hundreds of millions of dollars, of no economic
need or benefit, and which cannot be justified even upon a
basis of extending relief to the unemployed.

Certainly, in the expenditure of the taxpayers’ money for
public works, some regard should be shown for the necessity
of the project. We should, at least, attempt to secure a
dollar’s worth for every dollar spent. In every community
in this country there are schools which should be built; roads
constructed; grade crossings built, in order to protect the
lives and property of our people; sewers built and extended,
that the health of our communities may be further pro-
tected. There are other projects which can be undertaken
with the knowledge that the coming generations, who will be
called upon to pay much the larger part of all this, will re-
ceive some benefit from these expenditures. Work projects
should be confined to activities of this character; boondog-
gling should cease.

Nor should there be begun other projects such as the
Florida ship canal or the automobile highway now being
built down the Florida Keys, without the contribution of a
single penny by the State of Florida and about which no
information can be secured in the city of Washington, but
which will cost many millions of dollars of the money of the
people of all the States.

While the former is an engineering feasibility, the useful-
ness of the canal, if it is ever completed, will never be such
as to, even in a small part, justify its cost, if the opinion of
shipping officials can be relied upon.

Passamaquoddy, the economic joke of all the many eco-
nomic jokes of this administration, which the President,
after allocating several million dollars for its development
out of the four billion eight hundred and eighty million the
Congress so obligingly placed in his hands, has dumped the
whole proposition into the lap of Congress and is now de-
manding that we accept the responsibility and furnish the
f?&nj&ds for its completion. Congress has wisely declined to do
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Mr. Chairman, various engineers from fime to time have
surveyed this proposition and in every instance have refused
to put their stamp of approval upon its possible economic
success. The declared purpose of the development is the
production of electricity. Every engineer with any knowl-
edge of the facts and the cost of this development will agree
that electricity so developed will cost several times as much
as it can be purchased for now at that point.

I suggest that anyone in doubt as to the accuracy of this
statement take the trouble to examine the books. They will
find that in order to justify this expenditure, one-third of
the cost is being charged to “relief”, one-third to the pro-
duction of electricity, and one-third to “the national de-
fense.” Just how this development will contribute to the
national defense has not as yet been disclosed. Is it any
wonder that the President has repudiated this brain child
and its twin, the Florida canal, and that Congress has
refused to take unto its bosom these two unfortunate chil-
dren left on its doorstep?

I think we all remember the avidity with which the ad-
ministration seized upon the creation of the great “shelter-
belt” of forest a mile wide and running north and south for
1,100 miles through the Prairie States. Presenting, as it did,
another funnel through which could be poured into the
administration’s economic ashcan many other hundred mil-
lions of dollars of the taxpayers’ money, it was received with
enthusiastic acclaim by the spenders of the adminisiration.
This proposal, accepted without investigation, and without
the realization that a shelterbelt of trees even a mile wide
would furnish little protection to that great expanse of prai-
rie land, was heralded as the solution of the dust storms
which have so sorely beset that section of the country in
the last few years. Fortunately for the taxpayers, and be-
fore much money had been expended, the difficulties of mak-
ing trees grow in that land, upon which trees, as we in
Michigan know them, had never grown, together with the
belated realization of the utter absurdity of the whole thing,
became so apparent that it evidently has been abandoned.
It is difficult to find anyone in the administration who even
wishes to talk about it.

Other activities of the administration, both unwise and
expensive should, it seems to me, be given consideration at a
time when this House is considering a proposition of fur-
ther increasing the tax upon our people. Certainly we who
are sent here from the four corners of this great land to
look after the economic welfare of the people who send us
here, should not in the slightest degree unnecessarily in-
crease the burdens of those whom we represent. If by prop-
erly conserving the money already at our disposal, if by
eliminating every expense not necessary to our economic
life, if by eliminating boondoggling activities, if by refusing
at this time to construct great works at a cost of hundreds
of millions in the mere hope that in the dim and distant
future they may contribute to the economic welfare; if by
doing these things we may meet the financial obligations of
the Nation without adding to the tax burdens of our con-
stituents, should we not do so?

Mr. Chairman, one cannot address himself fo this sub-
ject, it seems to me, and bring every relevant thing into
the picture without referring at some length to certain
activities now being engaged in by the administration, which
vitally affect the everyday life and the economic welfare of
the great agricultural class of the country. It is conceded
by every informed person, I think, that upon the welfare of
the farmers depends in large degree the welfare of all other
classes of our citizenship.

That the administration appears to recognize this fact
seems to be indicated by some of the things that have been
done in the name of agricultural relief. However, certain
other things have been and are now being done which more
than offset all the good which the American farmer may
have received through the medium of the A. A. A. contracts.

I refer to two things, Mr. Chairman: Pirst, while with one
hand we have been taxing our people on the very necessities
of life, through the processing taxes, fo raise the money with
which to pay the farmers for taking millions of acres of

CONGRESSIONAL RECORD—HOUSE

APRIL 24

good farm land out of production, we are with the other
hand spending hundreds of millions in the West to bring
into production other millions of acres, which up to this
time have produced nothing of agricultural value.

It is a recognized fact that these arid sections can, under
irrigation, year after year produce more than can be pro-
duced on the nonirrigated sections, and why not? Sunshine
pours down on them every day, all day. Under irrigation,
whenever water is needed, it is turned on; when enough
is had, it is turned off. These conditions eliminate many
of the hazards of farming.

These lands are valuable, of course. There is no question
but that they will be needed in the future when our popula-
tion shall have increased to the point where the farms now
available and now producing can no longer supply the food
necessities of our people. But how can we justify taxing
our people, our already overburdened farmers, if you please,
in order that we may bring into existence these great irri-
gation projects which can only intensify the almost insur-
mountable difficulties which already face these farmers?

The other thing to which I referred a moment ago, Mr.
Chairman, is the problem presented to the farmers and to
the country by the so-called fair-trade agreements under
which we are surrendering our markets to the foreign pro-
ducer. A study of our imports during the last year and a
half discloses some very disturbing information. The in-
crease in imports of farm products in the past year is shock-
ing. The following information discloses the seriousness of
the situation:

At this point, Mr. Chairman, I shall insert tables showing
the imports and exports of certain farm products for the
years 1934 and 1935. I commend them to the attention of
the Members of the House.
ﬁ£? McCORMACK. Mr. Chairman, will the gentleman

Mr. WOODRUFF. I prefer not to yield.

Mr. BUCK. I wish the gentleman would clarify the offi-
cial nature of these tables; are they official tables?

Mr. WOODRUFF. They are taken from the official
reports.

The tables referred to follow:

1934 1935
Exports:

Wlled. bushel 85, 000, 000 20, 000, 000
T pounds 427, 000, 000 341, 000, 000
Fork. Go72| 240000,000 | 120 000,000
: i , 000, 000

Bm:;m- do
2 FEs 630, 000 21, 000, 000
Fresh do____ 233, 000 4, 575,000
Fodder-..... -do....| 113,000,000 354, 000, 000
Total meals. oo .o 40, 546, 000 73, 763, 000
g hel 10, 596, 000 23, 603, 000
Rice pounds 35, 411, 000 80, 376, 000
Eenm_ do 12, 500, 000 35, 600, 000
Ton do 46, 000, 000 77,000, 000
Onions._ do_. 3, 900, 000 13, 500, 000

Mr. WOODRUFF. It will be seen that while there was a
substantial reduction in our exports, there was a shockingly
large increase in our imports of these agricultural commodi-
ties. Certainly, any program which permits the farmer to be
assailed upon the one hand by the foreign producers, and
upon the other by the competition of an always increasing
number of irrigation projects, which he is taxed to pay for,
can hardly be considered a program wholly in his interest.

Mr. Chairman, it seems to me that the proposed repeal of
the corporation-income tax, the capital-stock tax, and the
excess-profits tax, with the definite loss of $1,100,000,000
revenue, and the enactment of an entirely new system of
taxation is, in view of the acknowledged uncertain produc-
tivity of the latter, an undertaking so hazardous in these
days of enormous and profligate expenditures as to make it
most unwise. Many of the older Members will remember
the difficulties we have had in stopping the holes in the law
through which taxpayers have escaped a fair tax. After
many years of effort we have produced a law which is fairly

satisfactory.
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In this bill we are embarking upon another long period of
experimentation. Not in the history of the world, so far as
we know, has any nation found such a law satisfactory.
The bill presents heretofore unknown tax complexities. Its
one certain accomplishment will be the employment of vast
numbers of lawyers to aid the taxpayers in unraveling the
mysteries and the technicalities presented. I prophesy the
early repeal of the law, and that instead of being known to
future generations as the “Revenue Act of 1936” it will be
known as the act to relieve the legal profession.

Mr. Chairman, the public is supposed to believe that the
purpose and effect of this bill is to force dividends out of
the treasuries of the corporations into the pockets of the
rich, thereby forcing those with large incomes into higher
income-tax brackets, and compelling them to pay a much
larger share of the tax of the country than they have here-
tofore paid. I do not believe it will have this effect, for
reasons I shall now present.

The income tax, with its exemptions and its graduated
scale of taxation, is in my judgment the fairest tax that
has yet been devised. Iis purpose, of course, is to compel
every taxpayer to pay in proportion to his ability to pay.
It has been successfully applied up to a certain point. Un-
fortunately the existence of tax-exempt bonds of the Federal
Government, the States, and all political subdivisions thereof
present an avenue of escape for taxpayers in the higher
brackets, thereby preventing the application of the tax
upon the very wealthy in full measure. I shall at this point
place in the Recorp the fables supplied the committee, at
my request, showing the wholly tax-exempt and partially
tax-exempt securities outstanding and available to those
who desire to escape the higher income taxes.

Tables showing rates and amounts of texr on individuals for 1936
incomes
[Federal Revenue Act of 1934, as amended by Revenue Act of 1935;
married person, exemption $2,500; maximum ea.med
income credit of $14,000 is used; incomes of less than $14,000 are
treated as all earned]
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TasLe 45—Amount of securities outstanding, interest on which is
exempt from normal income tazr, but not surtazx, of the Federal
Government, June 30, 1918 to 1935, by direct obligor

NET OUTSTANDING ISSUES !

[000,000 omitted]

Reconstrue-| Home Federal
N Total U. 8. Gov-| tion Fi- Owners’ |Farm Mort-
ernment | nance Cor- | Loan Cor- | gage Cor-
poration poration poration

$9, 560 $9, 560

22,312 22 312 ol

20, T66 20, 756

20, 491 20, 491

20, 076 20, 076

18, 351 19, 351 o

18, 343 18, 343

17,572 17,572

16, 636 16, 636

15, 388 15, 388

14, 367 14, 367

13, 616 13, 616

11, 420 11,429

11,714 11, 714

11, 902 11, 802

11, 848 p 8T M ] Bl s L T

14,874 13,678 $235 $737

17,135 13, 338 250 2,476 1,(73

! “Total outstanding issues' less “Held in U. 8. Government trust funds, or owned
by U. 8. Government or by ﬁ;emmsntal agencies.”” The U. 8. Government and its
:fiancias issuing this type of bonds maintain no sinking fund in which bonds are held

ve.

I am also placing in the Recorp at this point a table pre-
pared by Prentice-Hall, Inc., of 70 Fifth Avenue, New York,
which will be helpful in a study of this question. The accu-
racy of this table has not been and cannot be successfully
challenged.

EXTRACT FROM THE ANNUAL REPOET OF THE SECRETARY OF THE TrEAS-
TURY ON THE STATE OF FINANCES FOR THE FiscAL YEAR 1935

TaBLE 44 —Estimated amount of securilies outstanding, interest on
which is wholly ezempt from normal income tar and surtaz of
the Federal Government, June 30, 1913 to 1935, by type of obligor

NET OUTSTANDING ISSUES !

1 4 3 4 5 6 [000,000 omitted]
Normal
Ratio of
Normal | Surtax | tax plus
Net income tax rate |rate (per- sant,ax Total tax wr:;ﬂn:‘ Btates, counties, cities, etc. r ;l[‘gﬂmu:l- Federal
(percent) | cent) |rate (per- in Year Grand fiosein: | Eissates farm
- gt Long | Short | ment loan
Total | (C5E | o posses” | system
""""" i T8 3,887 | $3,043 $244 $066
4 2% 4,242 | 3,066 276 967
* ;e s el =l
1 SR e % 5,371 | 4,999 ;2| a7 o
i $08 5622 5218 404 2,383 $5¢
H 116 : 5951 | 5515 436 2,791 46 137
H 124 6,645 | 6,177 468 3, 105 48 25
4 4 8 172 3 7,208 | 6,768 500 2,927 57 27
4 4 8 210 : 8,415 | 7,884 531 2, 256 6 591
4 i 8 248 : 9,015 | 8 557 458 2,285 118 960
4 4 8 26 ¥ 9,021 | 9,407 513 2, 284 125 1,128
1 H 9 e : 10,975 | 10,280 695 2,165 125 1,38
H 5 9 372 2 1,672 | 11,154 518 2,154 133 1,528
4 5 9 415 ] 12,610 | 12,070 540 2,154 138 1,685
4 8 10 602 : 13,452 | 12,834 618 2,155 146 1,762
4 7 1 809 2 14,358 | 13,423 935 2,157 146 1,762
4 8 12 1,044 : 15,887 | 14,672 | 1,215 3,540 154 1,765
4 9 13 1,200 . 17,457 | 15,969 | 1,458 4,384 148 1,779
4 11 15 1,589 > 17,828 | 16,218 | 1,610 6,771 136 1,674
4 13 17 1,919 : 17,072 | 15876 | 1,198 9,765 131 1,588
4 17 a1 2,609 2 16,771 | 15,824 o47 | 11,645 12 1,870
4 és g ;2?3 : 18,895 | 15810 | 1,085 | 12801 118 1,471
1 -
: 374 ﬁ ;: % v }?—} 1 “Total outstanding issues” less “Held in U, 8. Government trust funds, or 2
4 31 5 10,869 *104 by U. 8. Government or by governmental agencies” and ‘‘Held in sinking [unds
: %.'T’ ﬁ ﬁ'g ;2,‘3 For instance, a taxable income of $250,000 represents an
: ﬁ ﬁ %g -% investment of $4,333,333 in business and productive enter-
i 51 55 26, 660 “296 | Prise at a dividend rate of 6 percent. The income tax on
: gg g %ﬁ ﬁ this $250,000 is $128,294. This sum, subtracted from the
4 60 o4 95, 344 4T §250,000, leaves a balance or net income of $121,706 on the
: g g }@% gﬁ investment. The same sum invested in tax-exempt securi-
4 66 70 232 104 5so | ties at 3% percent would net the taxpayer $143,892, or
: - Sl s +008 | $22,186 more than he would receive if he should leave his
4 72 76 679, 044 ‘670 | money invested in enterprises which provide jobs for Ameri-
et . 7 | 788 004 -7 | can wage earners. In other words, the present conditions
Over $5,000,000_ 4 75 Joik e """ | and the availability of tax-exempt securities as an avenue of
investment present to the taxpayer with this amount of

IAsagana'slmle,wlumnishouldbeusedwdewmhmwhethsrubm
toinvest in a taxable or a tax-free security.

money to invest an inducement of $22,186 per year to invest
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his money in the last-named securities. The larger the sum
available for investment, the larger the inducement to the
taxpayer to take his money out of productive enterprise.

I will insert in the Recorp at this fime a short table show-
ing how rapidly this inducement increases in amount as the
sum invested becomes larger:

Yield from Tnd
investment | -t "i‘f’
Taxable income derived from Tax Netineome | of same lnv;t &
investinent at 6 percent after tax | capitalin tax-exempt
d}gpercent bonds
$250,000 $128, 204 |  $121, 706 $143 892 $22, 186
$500,000. 304, 144 195, 856 201, 666 05, 810
1,000,000 679, 044 320,060 | 583,333 262 377
$2,000,000 1, 449,019 550,081 | 1,666,666 | 1,115 685
$5,000,000 3,788,904 | 1,211,006 | 2,916,666 | 1,705,650

There is another inducement which the prudent investor
rarely overlooks, and that is the fact that there are none
of the hazards of business connected with investment in
carefully selected tax-exempt securities. The result of this
situation is that by far the larger share of the more wealthy
citizens do not today have their money invested in corpora-
tions, their income from which would be subjected to the
higher income-tax brackets. A certain amount is so in-
vested, yes; but when it becomes profitable to enter the
avenue of tax escape through this other line of investment,
the way is open, the hand of economy, frugality, thrift,
careful management of resources, selfishness—whatever you
care to call it—beckons and the taxpayer enters.

Mr. Chairman, there is nothing the Congress can do about
this so long as it remains possible for the Federal Govern-
ment, the States, and the subdivisions of the States to issue
bonds and other securities the income from which is immune
from taxation. Neither the measure before us nor any other
law the Congress can enact can in itself change this situa-
tion. The 48 States of this Union constitute the only au-
thority which can put an end to this intolerable condition.
And they can only do so after the Congress has adopted and
sent to them a constitutional amendment correcting this
situation.

At different times, before and since the inauguration of
President Roosevelt, he has directed attention to this situa-
tion and made note of the fact that many of our more
wealthy people were, through this medium, escaping their
fair share of the national tax burden. In his tax message
of June 19, 1935, he made the following statement:

I renew, however, at this time the recommendations made by
my predecessors for the submission and ratification of a constitu-
tional amendment whereby the Federal Government will be per-
mitted to tax the income on subsequently issued State and local

securities, and likewise for the taxation by the State and local
governments of future issues of Federal securities.

At the time the President sent this message to Congress
the law provided a maximum of 55-percent surtax on indi-
vidual incomes. That he was fully alive to the ineffective-
ness of the higher surtaxes is indicated by his statement
quoted above. And yet in that same message he stated:

The disturbing effect upon our national life that comes from
great inheritances of wealth and power can in the future be
reduced, not only through the method I have just described but

through a definite increase in the taxes now levied upon very
great individual net incomes.

He knew, of course, that surtaxes as high as 55 percent
were ineffective; that they had already driven hundreds of
the larger income owners into the tax-exempt field; that we
were not even then securing the amount of revenue from
the rich we had every right to expect; he must have known
that to raise the surtaxes before a constifutional amendment
had been submitted to and adopted by the States would
result in driving hundreds of others to the protection of the
tax-exempt fields of investment, with a consequent loss to
the Treasury. But that bill, my friends, was to be known
to all and sundry as the great Roosevelt “soak the rich” tax
bill; the uninformed were to be convinced that the millennium
had arrived, and that af last this class were to be compelled
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to bear their share of this tax burden. To convince them of
this it was necessary that the surtaxes be again boosted so
that the orators of the party could go forth in the following
election and make their campaigns upon this false premise.

The last two Congresses have not without ample cause be-
come known as “rubber stamp” Congresses. Our friends on
the other side have without exception speedily enacted every
measure seriously suggested to them by the President of the
United States. There has been no time when rebellion in
their ranks, regardless of their personal opinions, has in the
slightest degree threatened the enactment of even one of the
well-known “must” measures. The President knows this. I
am sure he has a high appreciation of the splendid coopera-
tion he has received at the hands of Congress. I am sure,
also, that he is fully aware that if he were to seriously ask
the leaders of this House and the leaders of another body to
put through the two Houses of Congress a resolution sub-
mitling to the States the constitutional amendment men-
tioned above it would be done immediately.

[Here the gavel fell.]

Mr. REED of New York. Mr. Chairman, I yield the gen-
tleman from Michigan 5 additional minutes.

Mr. SAMUEL B. HILL, Mr. Chairman, will the gentleman
yield?

Mr. WOODRUFF. I yield.

Mr. SAMUEL B. HILL. I ask the gentleman from Michi-
gan how many of these so-called “must” bills the gentleman
from Michigan has voted against.

Mr. WOODRUFF. I will say to my friend from the State
of Washington that I believe I have voted against all of them
during the last 2 years. I, along with a great many other
good citizens of this country, believed the President of the
United States when he subscribed to the Democratic plat-
form which, among other things, provided that—

We advocate an immediate and drastic reduction of governmen-
tal expenditures by abolishing useless commissions and offices,
consolidating departments and bureaus, and eliminating extrava-
gance, to accomplish a saving of not less than 25 percent in the
cost of Federal Government.

Mr. SAMUEL B. HILL. The gentleman voted for most of
the “must” legislation, did he not?

Mr. WOODRUFF. No; I have not voted for most of the
“must” legislation. So far as I remember, I voted against all
of them during the last two years and a half,

Mr, SAMUEL B. HILL. Did the gentleman vote against
the N, R. A.?

Mr. WOODRUFF. I was persuaded to do so upon the
promise of the President that if after trying an experiment
and finding it unsatisfactory he would abandon it. It seems
that none of the New Deal experiments have been unsatisfac-
tory except the shelterbelt, as none of the others have
willingly been abandoned.

Mr. SAMUEL B. HILL. Did the gentleman vote against
the A. A, A?

Mr. WOODRUFF. I voted for that, I will say to my friend
from Washington.

Mr. SAMUEL B. HILL. And how about the tax bill of 1934?

Mr. WOODRUFF. Yes; I voted for that tax bill because I
had not yet become persuaded that unrivaled extravagance
and waste was to take the place of the promised economy. I,
along with a great many other Members on this side of the
House, during the first few months of the present administra-
tion, acting upon the belief we were going to have some sanity
in government, some efficiency in the administration of the
laws enacted by Congress, believing it was our patriotic duty
to help rather than hinder the Presidential efforts to bring
about better conditions for our people, voted to give the Presi-
dent what he asked for. By so doing we set an example to
our Democratic friends which they can well follow after the
coming election. It has not been forgotten that their actions
during the last Republican administration were the reverse
of ours.

Mr. SAMUEL B. HILL. Did the gentleman vote for the
Federal Deposit Insurance Corporation and the banking

legislation?
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.~ Mr. WOODRUFF. I may say that I was very happy to
vote for the Federal deposit-insurance law because for
years I had advocated such a law. I think it is one of the
finest laws that has been put upon statute books of this
country in many years.

Mr. WOLCOTT. Will the genfleman yield?

Mr. WOODRUFF. I yield to the gentleman.

Mr. WOLCOTT. May I make the observation that the
Federal Deposit Insurance Act was passed by this House
against the wishes of the President of the United States.
It was not on the “must” list.

Mr. WOODRUFF. I am very glad the gentleman called
attention to that fact.

Mr. McCORMACK. That is evidence that the Congress
is not a complete rubber stamp.

Mr. WOODRUFF. I may say there are exceptions pos-
sibly that prove all rules. May I call the attention of the
gentleman from Washington to the fact just called to my
attention by the gentleman from Michigan [Mr. WoLcorT].
I am glad to be able to confirm what the gentleman said
because I was informed by one of the very eminent Members
on that side of the House that this Congress passed the
F. D. 1. C. over the violent protest of the President of the
United States.

Mr. SAMUEL B. HILL. I never heard of that and the
President did approve the bill.

Mr. WOODRUFF. We know that no President in his
good senses could possibly have disapproved a bill of that
character.

Mr. REED of New York. Mr. Chairman, I yield the gen-
tleman 10 additional minutes.

Mr. WOODRUFF. Mr. Chairman, may I say, too, in that
connection that the country pretiy generally and very prop-
erly credits the junior Senator from the great State of Mich-
igan [Mr. VanpEnEERG] with being responsible for the other
body of this Congress having adopted that particular hill.

Mr. SPENCE. Will the gentleman yield?

Mr. WOODRUFF. I have already taken up too much time,
but I yield to the gentleman.

Mr. SPENCE. May I suggest to the gentleman that the
Republican platform of 1932 violently criticized the F.D.1.C.

Mr. WOODRUFF. I do not recall that, but the gentleman
will agree with me that the junior Senator from Michigan is
big enough, wise enough, and honest enough to follow his
good judgment and his conscience in matters so vitally affect-
ing the welfare of the American people.

The gentleman from Massachusetts [Mr. Treapway], 10
long years ago, introduced such a resolution. He has rein-
troduced it in each succeeding Congress. It is now reposing
quietly in the Judiciary Committee of this House, and not-
withstanding frequent urgings, the committee has up to this
time declined to even hold hearings on the resolution. Does
anyone think that should the President ask for the immedi-
ate consideration of this resolution that the amiable, distin-
guished chairman of that great committee would for ome
instant refuse such a request? We all know he would not.
So, Mr. Chairman, what are we waiting for? Why are we
not doing the thing we so clearly should do? Why does not
the President send up a “must” message on this subject if he
is seriously in earnest about this mafter? Why is not this
done now in order that the principle of the graduated income
tax may apply to all alike, and that the rich as well as the
poor may be taxed in proportion to their ability to pay? It
has not been done up to now, and I am satisfied it will not be
done af this time. Why it is not done, I shall leave to the
majority to explain.

The bill before us is another measure similar to the tax
bill of 1935, and is also designed to convince the uninformed
that through this medium you are geing fo again soak the
rich. All of us here must, of course, realize that this is just
another case of “tilting at windmills”, and that all other at-
tempts of like character will be as barren of supposedly
desired results as this.

Every Member of this House should know that the tax on
the rich will not be increased. If there should be an in-
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crease of revenue resulting from the enactment of the bill, it
necessarily follows that this increased revenue will be paid
by those other than the rich.

On yesterday the gentleman from New York [Mr, Taserl
disclosed many ways in which revenue can be saved and not
cripple any legitimate function of government nor withhold
any necessary money for relief. I have suggested others,
and I commend these suggestions to the Members of this
House. Courageous, intelligent action along the lines sug-
gested will make unnecessary any tax bill at this time. Such
action would enable us to more nearly approach a balanced
Budget than the bill before us, even though the revenue it
produces far exceeds the fondest hopes of its proponents.

Mr. Chairman, I shall vote against this bill. I shall vote
no more taxes upon an already overburdened people until
such time as sanity in expenditures returns to this Govern-
ment. Wild, wasteful, unnecessary spending seems to be
limited only by the fund$ on hand or that can be raised by
further increasing the national debt, which is now at a high
peak for all time. These wasters, these “boondogglers”, seem
to forget that every dollar spent must be earned by some-
one. They forget that every dollar of tax extracted from
the pockets of the toilers and others means $1 less that
can be spent for the necessities of life. They overlook the
fact that as taxes increase, the standard of living of our
people decreases. They have piled upon us debts that can-
not be paid in a lifetime, and the end is not yet. Antici-
pating, I suppose, their future desire for the money, the
administration asked and received at the hands of this com-
plaisant Congress the authority to increase the national
debt to $45,000,000,000, and this, my friends, is something
for all of us to think about, but more particularly should
the youth of the couniry ponder this and realize what such
an eventuality will mean to them and the generations fo
come after them.

[Here the gavel fell.]

Mr. WOODRUFF. Mr, Chairman, I ask unanimous con-
sent to extend my remarks and to include therein certain
portions of the minority report.

The CHAIRMAN. Is there objection to the request of the
gentleman from Michigan?

There was no objection.

Mr. WOODRUFF. Mr. Chairman, under this permission
I insert in the Recorp a summary of the fundamental objec-
tions to the bill as reported in the minority report. I concur
in these views. They are as follows:

SUMMARY OF OBJECTIONS

1. It will discourage and possibly prevent the accumulation of
adequate rainy day reserves and constitutes a direct threat to the
security of business, employment, and investments.

2. It will cause corporations to rectrict the distribution of their
existing tax-paid reserves, which can only be rebuilt under penalty,

3. It will discourage business rehabilitation and expansion and
have a retarding effect upon recovery and reemployment.

4. It will hamper the growth of small corporations, impede the
development of new enterprises, and foster monopolies.

5. It puts a penalty on prudence and a bounty on improvidence
and constitutes an unwholesome interference with the exercise of
sound judgment in the management of business.

816. It will accentuate the extremes of future booms and depres-
ons.

7. It will oppress businesses burdened with debts and will result
in a restriction on corporate credit.

8. It will drive capital out of productive enterprise into tax-
exempt securities.

9. It violates every sound principle of income taxation, is arbi-
trary and oppressive In its application, and will be unequal and
discriminating in its operation.

10. It will crucify financially weak business enterprises, while

ing the strong to minimize or entirely escape the tax.

11. It will create inequities and unfair competitive situations
which are far greater and more real than the imaginary ones it
purports to correct.

12, It will result in the double taxation of all dividends paid out
of reserves, whether accumulated in the past or in the future.

13. It will cause untold confusion and add bewildering complexi-
ties both in the computation and administration of the tax.

14, It abandons an assured revenue of $1,100,000,000 annually for
one purely speculative and uncertain, and which promises to be
most disappointing in amount, thereby further jeopardizing the
Federal revenue.




6116

Mr. TREADWAY. Mr. Chairman, I yield such time as
he may desire to the gentleman from Minnesota [Mr.,
EnuTrson],

Mr. KNUTSON. Mr. Chairman, it is not with any thought
that I can hope to add to the very able and thorough presen-
tations of the pending tax bill by preceding speakers that I
take the floor at this time, but it is rather for the purpose of
explaining my position that I do so.

From the moment that the President sent his tax message
to Congress on March 3, I have maintained that the impo-
sition of new taxes at this time is both unwise and unnec-
essary. Unwise in that additional taxes will very materially
retard recovery; unnecessary in that it is possible for the
administration to effect such economies in the conduct of the
Government as to obviate the necessity for new taxes at this
time.

I yield to no Member of the House in my desire to place the
finances of the Government upon & sound business footing.
I am in favor of going onto a pay-as-we-go basis. That
would be good business. There is no doubt in my mind
that we are wasting much more money than we can hope
to raise through the passage of this measure.

Mr. HOOK. Mr. Chairman, will the gentleman yield?

Mr. KNUTSON. I yield to the gentleman from Michigan.

Mr. HOOK. I notice the gentleman mentioned the fact he
was in favor of the pay-as-we-go basis.

Mr. ENUTSON. Yes.

Mr. HOOK. I should like to ask the gentleman whether
his party was in favor of that proposition when they turned
over the $5,000,000,000 deficit to the present administration?

Mr. KNUTSON. May I say to the gentleman that when we
took over the Government from the Democrats in 1921 the
national debt was in excess of $25,000,000,000. When we
turned it back to you in 1933 the national debt was only
$21,000,000,000. [Applause.]

Mr. HOOK. What was the national debt when it was
turned over by the Republican Party to the Wilson adminis-
tration?

Mr. KNUTSON. We owed about a billion dollars.

Mr. TREADWAY. Mr. Chairman, will the gentleman
vield?

Mr. RKNUTSON. I yield to the gentleman from Massa-
chusetts.

Mr. TREADWAY. Will the gentleman make an estimate
of what he expects the Democratic debt will be when the
Democratic Party turns the Government back to the Re-
publican Party next January?

Mr. KNUTSON. I cannot answer that question, because
I am not a crystal gazer; but I may say it will be plenty.
The chances are that by the 1st of July the total Federal
debt will be three and a half billion dollars in excess of the
total value of all the farms, buildings, and farm equipment
in the United States, which is not a very pleasant situation
to contemplate.

Mr. McCORMACK. Will the gentleman yield?

Mr. KNUTSON. I yield to the gentleman from Massa-
chusetts.

Mr. McCORMACEK. All that the gentleman says about
the national debt in 1921 is substantially correct. But does
the gentleman now criticize the Government for the neces-
sity of incurring the national debt which grew out of our
participation in the World War?

Mr. KNUTSON. May I say to the gentleman from Massa~-
chusetts that I voted against our going into the World War
because I believed in helping the Democrats keep the
promise which they made to the American people in the
campaign of 1916 to the effect that “a vote for Woodrow
Wilson is a vote to keep the American people out of the
war”, and I considered that a plebiscite.

Mr. McCORMACK. Of course, the gentleman has not
answered the question. Does the gentleman condemn and
criticize the expenses which this Government incurred in
connection with the conduct of the World War?

Mr. ENUTSON. Yes, sir. Look at Hog Island and all
the other grafts connected therewith. I maintain that we
should have stayed out of the World War.
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Mr.“'McCORMACK. The gentleman is speaking for his

Mr. KNUTSON. My dear sir, the scandals that grew out
of the corruption and mistakes of the World War smelled
to the high heavens.

ag'? McCORMACK. Is the gentleman speaking for his

p

Mr., ENUTSON. I am speaking for myself. I do not
assume to speak for my party; no.

Mr. CRAWFORD. Will the gentleman yield?

Mr. ENUTSON. I yield to the gentleman from Michigan,

Mr. CRAWFORD. If I remember the figures correctly,
the report of the United States Treasury showed that when
we entered the war in 1917, we had a Federal debt of
$1,250,000,000.

Mr. KNUTSON. That is substantially correct.

Mr. CRAWFORD. Which rose to about $26,000,000,000.

Mr. KNUTSON. Yes.

Mr. CRAWFORD. During the Republican administration,
between 1920 and 1932, that debt was reduced down to about
sixteen and one-quarter billion dollars.

Mr. ENUTSON. That is correct.

Mr, CRAWFORD. And taxes were reduced some four or
five times during that period.

Mr. KNUTSON. That is true.

Mr. CRAWFORD. Now, in connecfion with this tax bill,
we are starting out with a debt, we will say, at the present
time of $32,000,000,000.

Mr. ENUTSON. I thought it was a little more than that.

Mr. CRAWFORD. Thirty-four and a half billion dollars,
I am informed, on June 30 of this year. During the period
from 1913 to 1934, we paid out in interest cn Federal debt, in
round figures, $14,000,000,000.

Now, if recovery is accomplished during the next 3 or 4
years, and we start out with a base debt of $34,000,000,000
at the present time, and interest rates go up materially—we
are now borrowing money at as low a rate as three-fourths
of 1 percent—what will our interest burden be in the next
15 years, and how much additional tax will have to be
imposed upon the American taxpayer in order to meet the
interest load alone?

Mr. ENUTSON. I would suggest to my good friend from
Michigan that he propound that question to some astronomer,
because it would take astronomical figures to answer it.

Mr. REED of New York. Mr. Chairman, will the gentle-
man yield?

Mr. KNUTSON. I yield.

Mr. REED of New York. The amount of $34,500,000,000,
according to the Director of the Bureau of the Budgetf, does
not include the $6,000,000,000 of commitments.

Mr. ENUTSON. That is true. The debt will be substan-
tially about $40,000,000,000 if we include the commitments.

Mr. REED of New York. And it does not include the cost
of completing the projects started under the boondoggling
fund of $4,000,000,000 which have just been started, where
there is a moral, if not a legal, obligation to continue such
projects. Only the starting of these projects has been paid
for, and the balance will fall on the next generation of
taxpayers.

Mr. KNUTSON. I do not want to take the position of
maintaining that a certain amount of relief is not necessary.
On both sides of the aisle we want to take care of the worthy
needy, but what we do object to is that for every dollar we
spend for relief half of it goes to the cost of administration,
and we consider that excessive., [Applause.]

Mr. REED of New York. Mr. Chairman, will the gentle-
man yield?

Mr. ENUTSON. I yield to the gentleman from New York.

Mr. REED of New York. The gentleman will recall the
mayor of Pittsburgh, who appeared before the Ways and
Means Committee and finally was not permitted to go ahead
with his testimony, and the gentleman will recall the eminent
Mr, Johnson, a fine, splendid, educated, and cultured gentle-
man, who had been in business all his life, who stated he was
not appearing there in a partisan capacity at all. He said
that 50 cents out of every dollar spent in Pennsylvania by
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this administration on public works and boondoggling had
been totally wasted.

Mr. McCORMACK. Is that Andy Mellon’s side-kick the
gentleman is referring to?

Mr. VINSON of Kentucky, Mr. Chairman, will the gen-
tleman yield?

Mr. ENUTSON. I yield to my colleague on the com-
mittee.

Mr. VINSON of Eentucky. The gentleman has referred
to the debt reduction that was made after his party took
charge in 1921. I am cerfain the gentleman from Minne-
sota, who is eminently fair, will recognize the fact that
more than three and a half billion dollars of the debt re-
duction is evidenced in the sale of surplus war supplies and
principal and interest payments on foreign loans received
during that period.

Mr. ENUTSON. Well, I did not attempt to break it down,
and I thank the gentleman for having broken it down for
me.

Mr. McCORMACK. Mr. Chairman, will the gentleman
yield?

Mr. KNUTSON. I am always pleased to yield to my good-
natured friend from Massachusetts.

Mr. McCORMACK. The gentleman favors relief at the
present time, does he not?

Mr, ENUTSON. Yes.

Mr. McCORMACEK. Did the gentleman's party give re-
lief prior to the inauguration of President Roosevelt?

Mr. ENUTSON, Oh, I think so; yes.

Mr. McCORMACEK. Where?

Mr, ENUTSON, All over the country.

Mr. McCORMACK. You relieved the big fellow, but what
did you do for the fellow out of a job?

Mr. KNUTSON. Oh, the same old cry.

Mr. McCORMACK. The same old Republican cry, “Let
the poor fellow take care of himself and suffer”, and the
gentleman knows that is correct. The Federal Government
never appropriated a penny to relieve human suffering and
distress prior to March 4, 1933.

Mr. DOUGHTON. Mr, Chairman, will the gentleman
yield?

Mr. KNUTSON. Certainly; I yield to my chairman.

Mr. DOUGHTON. 1 just want to remind my friend the
gentleman from New York [Mr. Reep], a member of the
Ways and Means Committee, who referred to the testimony
of the mayor of Pittsburgh, that somewhere or other I
have seen it stated in the papers since that time that they
have had him in jail.

Mr. REED of New York. I am not surprised—he is a
leading Democrat of that cily. [Laughter.]

Mr. ENUTSON. And it is my information he is coming
to Congress next year.

Mr. VINSON of Kentucky. As a Republican?

Mr. ENUTSON. No; as a Democrat.

Mr, VINSON of Kentucky. Oh, no.

Mr. ENUTSON. A Jeffersonian Democrat, but not a
new dealer.

We are told that one of the primary purposes of this bill
is to compel the distribution of corporate reserves, Is that
wise? Every Member of this body knows of some business
organization that has been enabled to operate during the de-
pression because it had a reserve to fall back upon. Ac-
cording to the Department of Commerce, American business,
from 1930 to 1934, inclusive, paid out twenty-six and six-
tenths billions more than they tock in. This they could not
have done had they not had reserves to draw upon. Bear in
mind that this vast sum was paid out for labor, taxes, and
raw material. Had these reserves not been available many
and many would have been compelled to close down, and
that would have greatly aggravated our already serious
unemployment and relief problems.

There are those who labor under the impression that these
surpluses have not paid any taxes to the Government, when
as a matter of fact there was paid upon all of them a
Federal tax running from 121 to 15 percent. With the
proposed tax law in effect, I venture the prediction that the
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next depression will result in much greater unemployment
and in much smaller production than has obtained during
this depression.

We hear a great deal said about reserves being piled up in
order to avoid taxes. There doubtless are cases of that kind,
but I venture the assertion, without fear of contradiction,
that a large proportion of the reserves were built up for
expansion purposes and to enable the company to weather
economic storms. In short, reserves are nothing more or
less than life-insurance policies of business.

Under the operation of this law hundreds of millions of
dollars in dividends will be distributed to stockholders. Much
of this money will go to individuals who are in the higher-
income brackets. They will have to reinvest that money,
and it does not take very much imagination to foresee that
the greater part will be invested in tax-exempt securities,
where it will no longer be available for operation and ex-
pansion of industry.

As I see if, this legislation is going to jeopardize small
business. It is a significant fact that no big corporations
are opposing this legislation, the reason being that the big
corporations will have no difficulty in securing ample financ-
ing in future depressions. The opposition to this tax bill
comes from smaller business concerns who do not have strong
banking connections and they fear that they will have to
throw themselves upon the mercy of the big banks for
future financing. Those who will be unable to secure such
financing must of necessity shut down and, of course, that
will only benefit their big competitors. So it will be seen
that this tax law will foster and promote monopolies. In
support of this statement I call to your attention observa-
tions Mr. Noel Sargent, secretary, National Association of
Manufactures, made before the Ways and Means Committee,
which are to be found on page 213 of the hearings. I quote:

I know of one manufacturer, for example, who tells me that
his company and one other in his industry are in a sound financial
position and that they are inclined to favor the pending proposal
because it would drive their weaker competitors out of business.

In support of Mr. Sargent’s statement let me quote a state-
ment made by President Roosevelt last June:

The drain of a depression upon the reserves of business puts a
disproportionate strain upon the modestly capitalized small enter-
prise. Without such small enterprise our competitive economic
society would cease.

Then, again, I should like to quote from a radio address
made by the chairman of the Ways and Means Committee on
March 26, who, when speaking of the proposed new tax, said:

An ample part of can. be reserved for surplus without a
higher tax being paid than is being paid under the present law.

It was testified to in the hearings on the tax bill that only
three countries—Belgium, Sweden, and Norway—have ever
had such a tax. I have taken the trouble to confer with
Norwegian businessmen on how the tax has worked in that
country, and without exception they state that it has oper-
ated to the injury of Norwegian industry because they now
have difficulty in financing the replacement of obsolescent
machinery and equipment, as well as for expansion. It may
be pertinent at this point to state that Sweden repealed her
tax on undistributed profits several years ago.

It is generally conceded that the Hollanders are among
the shrewdest and most thrifty people. In Holland they
have exactly the reverse of an undistributed earnings tax.
There they levy a tax on profits distributed by companies to
their shareholders. That is as it should be. That is sound.

Mr. SAMUEL B. HILL. Will the gentleman yield?

Mr. ENUTSON. I yield to my friend from Washington.

Mr. SAMUEL B. HILL. I want to call the gentleman’s
attention to the fact that he omitted mention of Norway.

Mr. ENUTSON. I have quoted a Norwegian businessman.,

Mr. VINSON of Eentucky. Will the gentleman yield?

Mr. ENUTSON. Yes.

Mr. VINSON of Eentucky. The gentleman does nof dis-
tinguish any difference in principle between the Norwegian
system, which uses the distribution of income as the yard-
stick, and that proposed here, which uses undistributed
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income as the yardstick. In principle it is the same propo-
sition,

Mr, KNUTSON. The principle may be the same but the
effect is different.

Mr. VINSON of EKentucky. In this bill we have tables
1 and 1A. One (1) is where we take the undistributed
income and work to the tax, and in the other (1A) we work
from the dividend back to the tax.

Mr. KNUTSON. Let me answer the gentleman. In Nor-
way they have such a law as we here propose. At the time
when business was good in Norway they imposed a 10 per-
cent tax on undistributed profits. The result was unsatis-
factory and aroused general public opposition because it
materially weakened the resistance of business and indus-
try. As a result this tax has been reduced and very prob-
ably will soon be repealed in its entirety. As the gentleman
knows, Norway is one of the large maritime countries of
the world. As a result of the tax they have in Norway,
shipping interests are unable to finance the building of new
ships because they have no surplus to draw upon.

Now, I do not state this for a certainty, but my recol-
lection is that as a result of the tax law Norway has lost
control of the nitrate industry of that country. Being com-
pelled to distribute the surpluses, when the time came to
extend and replace equipment they were obliged to go
abroad to do their financing.

One of the dangers that I see in this legislation—and if I
am wrong I should like to have the gentleman from Kentucky
[Mr. Vinson] set me right—is that it is going to put small
business concerns that have no big banking connections ab-
solutely at the mercy of the big banking crowd when the
time comes when they must secure additional financing.

Mr. VINSON of Kentucky. I shall endeavor to meet that
question in my own time. But going back to the shipping
industry, the gentleman says that in Norway their law dealt
with distribution, and hampered the shipping industry so
that it did not have reserves or surplus with which to build
up new ships. Does not that same thing apply under exist-
ing law here? Have the shipping interests here sufficient
money to expand their business as they want to?

Mr. ENUTSON. No; they have not; because the law has
handicapped them in their operations.

Mr. VINSON of Kentucky. I am speaking of this country.

Mr. ENUTSON. Oh, yes. Here they have been permitted
under the law to build up surpluses that would carry them
through a business stress.

Mr. VINSON of Kentucky. But they have not had enough
money to expand as they want, and they have come to Con-
gress and have asked subsidies insofar as the increase of
ships is concerned.

Mr, KNUTSON. The gentleman must know that Ameri-
can shipping has never had a fair chance since the passage
of the so-called Seamen’s Act away back about 1916 or 1917.
The restrictions that are placed upon American shipping
under that act are so onerous that American shipping has
never had a chance to develop as have English, German,
French, Norwegian, and Japanese shipping.

Mr. VINSON of Kentucky. And that has been done under
our existing tax structure.

Mr. ENUTSON. Oh, there is more than one way of skin-
ning a cat. This particular cat was skinned by the Shipping
Act of 1916. Our merchant marine has not had a chance to
pile up a surplus because they did not do the necessary
business to enable them to do so.

Mr. HOLMES. Mr. Chairman, will the gentleman yield?

Mr. KNUTSON. Yes; to my friend.

Mr. HOLMES. Is it not the gentleman’s observation that
most of these smaller business corporations are going to be
at the mercy of the banks if this legislation is passed?

Mr. ENUTSON. Yes; this is a big banker’s measure.

Mr. HOLMES. If they are to be called upon to pay up to
30 percent of their profits in taxes, and the banks force them
to pay their bank loans, there will be thousands and thou-
sands of bankruptcies of that type.

Mr. KNUTSON. What I fear from this legislation is that
it will drive the small fellow to the wall the next time we
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have a financial storm. Some of them will not last until the
next storm. It may be, Mr. Chairman, that we are not tax-
ing corporations high enough. I will not discuss that point,
because I do not know, but if we are not taxing them suf-
ficiently at the present time, then let us raise the rates up
to 22%2 percent or more, if need be, as has been proposed
before the committee.

Mr. REED of New York. Mr. Chairman, will the gentle-
man yield?

Mr. ENUTSON. Yes.

Mr. REED of New York. The gentleman will recall that
a prominent banker from Chicago appeared before our com-
mittee, who is also on the finance committee of the United
States Chamber of Commerce. He testified that if this bill
passed in its present form it would be necessary for the banks
in the country to reexamine all the loans they now hold
against business enterprises.

Mr. ENUTSON. I am not a banker, so I cannot pass
judgment on his testimony.

The gentleman can foresee the strain that will be placed
on the American banking system if all industry, all business
is compelled to go to the banks for financing at about the
same time. You will absolutely freeze up your credit. That
is another objectionable feature to this proposal, as I see it.
You will drive all to the banks at one and the same time.

Mr. FULLER. Mr. Chairman, will the gentleman yield?

Mr. KNUTSON. Certainly. My friend from Arkansas is
ahba.nker, and perhaps he can throw some light on this
phase,

Mr. FULLER. As I remember it, the gentleman is the
only Republican on the committee that voted for the soil-
conservation program this year. Is not that true?

Mr. KNUTSON. I voted for it.

Mr. FULLER. The gentleman also knows that most of
the money has gone for this soil conservation, and to take
care of the processing tax, in the interest of agriculture.
Will the gentleman please tell us where he could figure out
some way for us to get the money better than the program
that we have selected?

Mr. KNUTSON. For a starter, I would put up on the
auction block that Turkish bathhouse that you built for
dogs down in Memphis.

Mr. FULLER. We will give it fo you.

Mr, VINSON of Eentucky. Is that all the relief that the
gentleman would give the farmer?

Mr. ENUTSON. I would use that as a starter, or as an
example, and, as my good friend from Michigan [Mr. Woob-
rUFF] so well said, I would cut out some of these irrigation
projects that are being brought into production, which will
greatly aggravate our farm problem. Then I would stop
spending money on many of these inland streams, where
there is no commerce and where there never will be any
commerce,

I can think of so many ways. If the gentleman will come
over to my office some afternoon, I think I can show him
where we can effect many economies.

Mr. FULLER. I will do that.

Mr. ENUTSON. Mr. Chairman, I fear that the imposi-
tion of the proposed tax will encourage business to increase
the outstanding stock which will mean more watered stock
to pay dividends on. We all know that the consumer ulti-
mately pays all dividends and the more stock outstanding
the greater the cost to the consumer.

Another objectionable feature of the bill before us is that
it places a flat tax of 15 percent on banks. It does not look
right to me to apply the same tax rate to small banks as is
applied to some of the big metropolitan banks, which have
assets that run into the hundreds of millions, and in several
instances beyond the billion mark, There is no more reason
why we should treat all banks alike than that we should
treat all individuals alike in the matter of collecting income
taxes. We know that under the income-tax law, as the in-
come increases, the taxpayer is moved into the higher
brackets until he pays, as I recall, 75 percent. It would not
be right to apply the same rate to Henry Ford as is applied
to us




1936

Mr. VINSON of Eentucky. Mr. Chairman, will the gen-
tleman yield?

Mr. ENUTSON. I yield.

Mr. VINSON of Kentucky. In 1933, with $33,000,000,000
of working assets, I will state to the gentleman that the
banks, under existing law, only paid into the Treasury of
the United States $2,400,000. I understand the gentleman
feels that their tax burden should be greater than that?

Mr. ENUTSON. Correct. I will say to the gentleman
I think it is a crime to let the National City Bank and the
Chase National'Bank escape with a 15-percent tax, when you
stop to think that they own all the sugar plantations and
mills down in Cuba, and that this administration has
reduced the tariff on sugar from Cuba from 2 cents to nine-
tenths of 1 cent, which actually constitutes an outright gift
to them of something like $42,000,000 a year, as I recall.

Mr. TREADWAY, Mr. Chairman, will the gentleman
yield?

Mr. KNUTSON. I yield.

Mr. TREADWAY. Undoubtedly the gentleman read in
the papers where the President-elect of Cuba is making a
visit here, and he has stated he is anxious to increase the
quota of sugar from Cuba. Does the gentleman think we
ought to agree to that?

Mr. ENUTSON. Most assuredly not.

Mr. BANEKEHEAD. Mr, Chairman, are we now discussing a
tariff bill or a revenue bill?

Mr. ENUTSON. Both. We are discussing taxation, and I
am merely following the example of my illustrious chief, the
gentleman from North Carolina, who made a wonderful
stump speech on yesterday. [Laughter.] You Democrats
could well use it at your convention as a keynote speech, and
I would suggest that you make Mr. DoucHETON your keynote
speaker. [Applause.] But when it comes to that, I think
he is one of the best politicians on the floor of this House.
I am very fond of him. He is a grand man, sound, and fair.

I do not desire to take more time upon this measure except
to say that the opposition is at a disadvantage in discussing
the measure because of the fact that the bill contains 249
pages, which was prepared by the majority members of the
committee in executive session. The minority had nothing to
do with its preparation. As a matter of fact, we did not
receive a printed copy of the bill until Monday of this week,
and 4 days is hardly sufficient time in which o study and
familiarize ourselves on such an intricate subject. Hence
my opinions and conclusions are based largely upon the
printed hearings.

In connection with the pending measure I wish to submit
to the careful consideration of the House membership a sug-
gestion recently advanced by Myron H. Bent, Washington
correspondent of the Brooklyn Times Union, which appeared
in the issue of that paper on April 14.

Mr, Bent suggests two amendments to the Federal Con-
stitution. One, to fix a limitation on the amount of indebt-
edness that the Federal Government may incur, the other to
set Presidential terms at 6 years, and to make the incumbent
ineligible for reelection. To my way of thinking these
amendments would greatly improve our situation in that
they would remove the greatest hazard of our National Gov-
ernment, the buying of reelection through Federal expendi-
tures that are ofttimes wasteful and unnecessary. I would
be happy over the opportunity to vote for their submission.

Before bringing my remarks to a close, I want to commend
the chairman and the members of the committee for their
faithful and conscientious work. The hearings continued
from March 30 to April 7, when we sat past the midnight
hour. Regardless of what our personal views may be with
reference to this tax bill, I do know that every member
of the minority is deeply grateful to Chairman DoucHTON
and the majority members for their uniform courtesy during
the hearings. [Applause.]

The CHAIRMAN. The gentleman from Minnesota has
consumed 38 minutes,

Mr. COOPER of Tennessee. Mr. Chairman, I yield 10 min-
utes to the gentleman from Pennsylvania [Mr. ECKERT].
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Mr. ECEERT. Mr. Chairman, I am one of the very few
persons who believe that nature, in every growing commu-
nity, provides a fund for revenue purposes. Therefore, I feel
the bill under consideration, in common with the general
run of tax legislation, either State or Federal, violates in
large measure the fundamental canons of taxation.

CANONS OF TAXATION

A tax levied for public revenues ought to conform as
closely as possible to the following conditions:

First. That it bear as lightly as possible upon production,
so as least to check the increase of the general fund from
which taxes must be paid and the community maintained.

Second. That it be easily and cheaply collected, and fall
as directly as may be upon the ultimate payers, so as to
take from the people as little as possible in addition to what
it yields the Government.

Third. That it be certain, so as to give the least opportu-
nity for tyranny or corruption on the part of officials, and
the least temptation to lawbreaking and evasion on the part
of the taxpayers.

Fourth. That it bear equally, so as to give no citizen an
a.tdﬁra.ntage or put any at a disadvantage, as compared with
others.

Mr. MassiNGALE a few days ago delivered a speech on the
floor of this House in which he reminded the Members that—

A state can be lald low just as effectively by wrong ideas as by

an invading army, and there 1s no agency of destruction known to
chemists that is half as formidable as the TNT of bad economics.

There is no branch of the social sciences to which this
observation applies with greater force than the subject of
taxation, for the taxing power of government can be wielded
either to kill or to keep alive and therefore tax measures
ought to conform as nearly as possible to the fundamental
eanons of taxation and sound econmomics. The present bill
does not meet these requirements, and hence falls into the
same class of tax legislation that now generally obtains.
This, of course, must be expected. Inasmuch as public opin-
ion is in a state of confusion on the subject of taxation and
not sufficiently syncretized to support the system ordained
by Nature, legislators are bound to follow the accepted
method for raising public revenues. In all fairness, it must
be said that the bill under consideration represents an ear-
nest and conscientious effort to equalize the burden of taxa-
tion as well as to increase the public revenues, and for this
the majority of the Ways and Means Committee and the
committee’s distinguished chairman, Mr. DoucETON, are to
be complimented.

MORE EEVENUE NEEDED

The President, in his message of March 3, called atten-
tion to the fact that if the policy established in the spring
of 1933 of trying to meet the ordinary expenses of govern-
ment by guaranteed income it will be necessary to raise by
some form of permanent taxation an annual amount of
$620,000,000. If the request of the President is to be heeded,
new sources of revenue will have to be provided, and inas-
much as practically every nook and corner of the economic
world has been explored for things to tax, the discovery of a
fund that would provide the revenue necessary for the sup-
port of government ought to be an event of unbounded
joy and delight, especially to those distinguished gentlemen
from both sides of the aisle, who for weeks and months have
been admonishing the Congress and the country of the dan-
ger of debts and taxes. And be it said, their counsel regard-
ing debts and taxes is timely and wise, even if old and
commonplace,

Poor Richard, in his day and generation, was loud in his
preachments of thrift and enconomy and pointed out the
pitfalls and anxieties of notes falling due on Easfer. Po-
litical parties have been zealous in decrying mounting public
debts and high taxes. Efficient government, economically
administered, is a stock phrase for party platforms. In fact,
all agree that both debts and taxes are unwelcome in either
public affairs or private life. And yet nearly everyone is a
victim of both. And so it would seem, for the greatest
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happiness of all, that the one be kept at the lowest possible
point and the other in its proper sphere.

Before discussing the low point of debt and the incidence of
taxation, let it be known that there may be things even more
dangerous than debts and more undesirable than taxes. The
° complaint is frequently made that the Federal Government is
engaged in a spending spree that is not only endangering the
Nation’s credit but placing upon the backs of the people bur-
dens that are impossible to be borne. But what are the facts?
It is true that since 1929 the public debt has been mounting.
During the Hoover administration the national debt increased
many hillion dollars. Since then more billions have been
added. But why the increase?

WHY TAXES ARE HIGH

Since 1929 the United States has been experiencing a dis-
astrous economic crisis—a crisis in many respects more devas-
tating than war, and to arrest the ravages of this economic
debacle the resources of the Federal Government were
brought into action. Financial aid was extended to farmers,
home owners, manufacturers, railroads, and financial insti-
tutions. Besides, the Government set up a number of govern-
mental agencies to provide work for the unemployed, and in
addition, was compelled to assume the relief burden through-
out the Nation. During the World War the Federal Govern-
ment increased the national debt by leaps and bounds. In
the absence of conscription of wealth there was nothing else
to do. No one seriously objected to the action of the Govern-
ment then. Why so much criticism now in its efforts to
combat an enemy more disquieting than the World War?

Public debts are disturbing. They ought to be created only
under stress of dire necessity. Taxes are burdensome and
ought to be raised only for proper purposes. But there are
some things worse than debts and taxes.

Representative LupLow, in discussing the Post Office and
Treasury appropriation bill, stated the case of the expendi-
tures of the present administration correcling and eloguently
when he said:

The spending has indeed been enormous—much greater than
many of us approved—but regrettable as it is and important as it
is that such drafts on the shall not occur again, there are,
after all, some things that are worse than big expenditures. Rev-
olution is worse than big expenditures. Starvation stalking through
the land is worse than big expenditures. Who can say that the
money paid out so lavishly may not have staved off something
immeasurably worse than anything this country has ever experi-
enced? Anyway, the hungry have been fed and the naked have
been clothed, and the situation has been handled so that in a
depression as black as midnight peace has reigned and the faith of
the people in their Government has been maintained.

Of course, government budgets must be kept within sane
bounds, but when this policy is observed it is not so much
a question of “How large the Budget?” as “What do the
people get for their money?”

Let us examine our tax bill with a view of getting a picture
of governmental expenditures. The country’s total tax bill
is approximately $10,000,000,000. Of this sum the Federal
Government, in normal times and for ordinary purposes,
spends approximately $3,000,000,000, while State and local
governments use the balance. A large portion of the Fed-
eral Budget is needed for the maintenance of the Military
Establishment of the country and to pay for past wars. No
doubt there are honest differences of opinion as to the wis-
dom of spending ever and ever larger sums for Army and
Navy maintenance. It must be remembered, however, that
the world is an armed camp, and jealousies and fears are
lurking everywhere, and this condition impels the mad race
for armaments and preparation for war. Let us hope that
the people of the world ere long will regain their mental and
spiritual balance and put an end to this insanity.

The Government is also charged with being wasteful and
extravagant. Perhaps so. Waste and extravagance, how-
ever, are not peculiar to governments alone. There have
been waste and extravagance in so-called private enter-
prise—the railroads, the power groups—in fact, nearly all
public utilities have had their spree of waste and extrava-
gance, all of which indicates that both governments and
those engaged in quasi-governmental enterprises have not
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yet developed that civic mind and social conscience so es-
sential for honest, efficient, and economical administration
of government and public utilities. In the light of the moral
delinquencies on the part of governments and public-utility
companies, it is not only the right but the solemn duty of
the people to demand at the hands of their governments
and public-utility managers the correction of these delin-
quencies and shortcomings. Our tax bill is large, but much
is being demanded of government these days. If the people
expect an infinite variety of services from government, the
cost necessarily must be correspondingly high, no matter
how efficiently and economically administered.

THE PRODUCTIVE FROCESS ANALYZED

Since the high cost of government is disturbing the com-
placency and peace of mind of some of our worthy citizens,
an honest and candid examination of the tax problem is in
order, How often have we heard from the floor of this
House the wail, “Where are you going to get the money?”
This is a very proper and timely question. If is a very vital
and important question, and upon its correct answer may
turn the destiny of the American Republic. The problem of
taxation is the most vital preblem that can engage the at-
tention of lawmakers and statesmen. For upon the sane
and rational application of the incidence of taxation depend
the peace, prosperity, and happiness of the people. The
Supreme Court of the United States, in a celebrated case,
said:

The power to tax is the one power upon which the national fabric
is based. It is not only the power to destroy, but also the power to
keep alive.

This dictum of the Supreme Court is sound and attains its
validity from the nature of the economy of the social struc-
ture. Since public revenues must be obtained from produc-
tion and the taxing power may be used to destroy or to
build, to kill or keep alive, it would seem that the first duty
of the lawmaker and statesman is {o reduce the productive
process into its constitutent parts so that the incidence of
taxation may be applied wisely and scientifically to the end
that the artificial obstructions now hampering industry and
impeding the free flow of trade may be removed. With this
in mind, let us examine the conditions under which man
lives and has his being.

We find man to be an inhabitant of the earth and beset by
certain definite wants that must be gratified if life is to be
maintained. The elements for the satisfaction of his wants
must be drawn forth from the earth—the great storehouse
from which the things are obtained that satisfy man'’s needs.
The active factor in the process of drawing forth or pro-
ducing the necessities of life on the part of the individual
is labor. Another factor in the process of production is
capital—tools employed by labor. Therefore there are three
primary factors in the productive process: The earth—land
in its comprehensive sense—and labor and capital. The
product produced or drawn forth from the earth by labor
and capital make up the infinite variety of things that
gratify the physical wants and necessities of man and con-
stitutes wealth in the true economic sense. This, then, is
the simple picture of the productive process in which the
great body of mankind is engaged in order to obtain their
livelihood and maintain civilization.

Let us next examine how wealth, the product of produc-
tion, is shared. Since the three primary factors in the
process of production are land, labor, and capital, it is
reasonable to assume that each factor is entitled to a share
of the product; and, generally speaking, this is true, except-
ing in communities where land is free—that is, where land
may be had for the taking, as in the settling and homestead-
ing of our western frontier during the last century. The
moment, however, that land becomes monopolized and free
land can no longer be had for the asking, then those in
control of the land demand a share of the wealth produced
by labor and capital.

And let it be observed that the demands of the owners of
monopolized land increase and multiply with the increase
of population and the progress of the race. The higher the
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race advances in the scale of civilization—materially, intel-
lectually, spiritually—the greater will be the exactions of
those in control of the land. This is due to the fact that
the benefits of human progress are absorbed by land.
These benefits are reflected in the value of the land, thus
enabling the landowners to appropriate from the products
of labor and capital the equivalent of a fair return on the
capitalized value of land. Therefore, those in confrol of
monopolized land are in a position to appropriate all the
wealth produced by labor and capital, excepting the portion
needed to lure capital into productive enterprise and enable
labor to live and reproduce. Landowners of monopolized
land, as such, do not contribute anything whatsoeyer in pro-
ductive effort. They are drones and parasites on industry.
They reap where they have not sown and devour that which
in justice and right reason belongs to all the people. Since
the benefits of advancing civilization are absorbed by land,
and the profits issuing therefrom appropriated by private
interests rather than by society, it is obvious that private
interests are enjoying what in justice ought to accrue to
all. This fact must be taken into consideration in any
serious study of the subject of taxation, for so long as we
permit the few to appropriate what manifestly is the crea-
tion of all the people there can be no solution of the prob-
lem of unemployment and its companion problem, involun-
tary poverty. Nor can the ever perturbing problem of
taxation, with its injustices, be solved.

ORIGIN—NATURE AND GROWTH OF LAND VALUE

There is a disposition on the part of lawmakers, statesmen,
and economists to disregard the subject of land value and
ignore the part it plays in our industrial economy. The
manifestation of land value may be observed wherever people
happen to establish a community. If appears in most strik-
ing form in the great centers of population, but the moment
an effective demand arises for land by capital and labor
exactions are demanded for the use of land, so that in village
and hamlet, in agricultural sections, as well as in the great
centers of population, land value appears. This social phe-
nomenon is portrayed by Henry George, in Progress and
Poverty, in these words:

Here, let us imagine, is an unbounded savannah, stretching off
in unbroken sameness of grass and flower, tree and rill, till the
traveler tires of the monotony. Along comes the wagon of the
first immigrant. Where to settle he cannot te acre seems
as good as every other acre. As to wood, as to water, as to fertility,
as to situation, there is absolutely no choice, and he is lexed
by the embarrassment of richness. Tired out with the search for
one place that is better than another, he stops—somewhere, any-
where—and starts to make himself a home. The soll is virgin
and rich; game is abundant; the streams flash with the finest
trout. Nature is at her very best. He has what, were he in a
populous district, would make him rich; but he is w To
say nothing of the mental craving, whlch would lead him to wel-
come the sorriest stranger, he labors under all the material disad-
vantages of solitude. He can get no temporary assistance for any
work that requires a greater union of strength than that afforded
by his own family, or by such he'p as he can permanently keep.

smith, wagonmaker, carpenter, and cobbler—in short, a “jack of
all trades and master of none.” He cannot have his children
schooled, for to do so he must himself pay and maintain a teacher.

of civilization; and, when forced to do so, the getting
medicine or the replacement of a broken auger

to S?:mty hgnly the simplest wants in th: n{:l:;t way.

n re comes another immigran ough every quarter
section of the boundless plain is as good as every other quarter
section, he is not beset by any embarrassment as to where to
settle. Though the land is the same, there is one place that is
clearly better for him than any other place, and that is where
there is already a settler, and he may have a neighbor, He set-
tles by the side of the first comer, whose condition is at once
greatly improved and to whom many things are now possible that
were before impossible, for two men may help each other to do
things that one man could never do.

Another immigrant comes, and, guided by the same attraction,
settles where there are already two. Another, and another, untfl
around our first comer there are a score of neighbors. Labor has
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now an effectiveness which, in the solitary state, it could not
approach., If heavy work is to be done, the settlers have a log-
rolling, and together they accomplish in a day what singly would
require years. When one kills a bullock, the others take part of
it. returning when they kill, and thus they have fresh meat
the time. 'I‘agerthertheyhiresschoolmnster and the children of

meachda;: taught for a fractional part of what similar
ve

become possible that state were impossible.
are gratifications for the social the intellectual nature, for
that part of the man that rises above the animal. The power of
sympathy, the sense of companionship, the emulation of compari-
son and contrast, open a wider and fuller and more varied life.
In rejoicing, there are others to rejoice; in sorrow, the mourners
do not mourn alone, There are husking bees and apple parings and
quilting parties. Though the ballroom be unplastered and the
orchestra but a fiddle, the notes of the magician are yet in the
strain, and Cupid dances with the dancers. At the wedding there
nreotherswadmkemden}oy:inthehouseordenth,therem
watchers; by the open grave, stand.a human sympathy to sustain
the mourners. Occasionally, comes a straggling lecturermopen
up glimpses of the world of science, of literature, or of art; in
election times come stump speakers, and the citizen rises to a
sense of dignity and power as the cause of empires is tried before
him in the struggle of John Doe and Richard Roe for his support
and vote. And by and by comes the circus, talked of months

chﬁdmnwhoaehorimnhasbeenthepralﬂe
antherealmsottheimaginatmn—pﬂnceaandpnncmes fairy
tale, mail-clad crusaders and turbaned Moors, Cinderella’s fairy
coach, and the giants of nursery lore; lions such as crouched be-
fore Daniel, or in circling Roman amphitheater tore the saints of
God; ostriches who recall the sandy deserts; camels such as stood
around when the wicked brethren raised Joseph from the well and
sold him into bondage; elephants such as crossed the Alps with
Hannibal, or felt the sword of Maccabees; and glorious music that
thrills and bullds in the chambers of the mind as rose the sunny
dome of Eubla Ehan.

Go to our settler now and say to him, “You have so many fruit
trees which you planted, so much fencing, such a well, a barn, a
house—in short, you have by your labor added so much value to
this farm. Your land itself is not quite so good. You have been
cropping it, and by and by it will need manure. I will give you the
full value of all your improvements if you will give it to me and go
again with your family beyond the verge of settlement.” He would
laugh at you. His land yields no more wheat or potatoes than
before, but it does yield far more of all the necessaries and comforts
of life. His labor upon it will bring no heavier crops, and, we will
suppose, no more valuable crops, but it will bring far more of all
the other things for which men work. The presence of other set-
tlers—ihe increase of population—has added to the productiveness,
in these things, of labor bestowed upon it, and this added produc-
tiveness gives it a superiority over land of equal natural quality
where there are as yet no settlers. If no land remains to be taken
up except such as is as far removed from population as was our
settler’s land when he first went upon it, the value or rent of this
land will be measured by the whole of this added capability. If,
however, as we have supposed, there is a continuous stretch of equal
land over which population is now spreading, it will not be necessary
for the new settler to go into the wilderness, as did the first. He
will settle just beyond the other settlers and will get the advantage
of proximity to them. The value or rent of our settler’s land will
thus depend on the advantage which it has, from being at the
center of population, over that on the verge. In the one case the
margin of production will remain as before, in the other the margin
of production will be raised.

Population still continues to increase, and as it increases so do
the economies which its increase permits, and which in effect add
to the productiveness of the land. Our first settler's land, being
the center of sgcc:’puls.t&on, the store, the blacksmith’'s forge, the
wheelwright's p are set upon it, or on its margin, where
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had been multiplled many times. With the proceeds he bullds
himself a fine house, and furnishes it handsomely. That is to
say, to reduce the transaction to its lowest terms, the people who
wish to use the land build and furnish the house for him, on
condition that he will let them avall themselves of the superior
productiveness which the increase of population has given the
land

Population still keeps on increasing, giving greater and greater
utility to the land and more and more wealth to its owner. The
town has grown into a city—a St. Louis, a Chicago, or a San
Francisco—and still it grows. Production is here carried on upon
a great scale, with the best machinery and the most favorable
facilities; the division of labor becomes extremely minute, won-
derfully multiplying efiiciency; exchanges are of such volume and
rapldity that they are made with the minimum of friction and
loss, Here is the heart, the brain of the vast soclal organism that
has grown up from the germ of the first settlement; here has
developed one of the great ganglions of the human world. Hither
run all roads, hither set all currents, through all the vast regions
round about. Here, If you have anything to sell, is the market;
here, if you have anything to buy, is the largest and choicest stock.
Here intellectual activity is gathered into a focus, and here springs
that stimulus which is born of the collision of mind with mind.
Here are the great libraries, the storehouses and granaries of
knowledge, the learned professors, the famous specialists, Here are
museums and art galleries, collections of philosophical apparatus,
and all things rare and valuable and best of their kind. Here
come great actors and orators and singers from all over the world.
Here, in short, i1s a center of human life, in all its variea
manifestations.

So enormous are the advantages which this land now offers for
the application of labor that, instead of one man with a span
of horses scratching over acres, you may count in places thousands
of workers to the acre, working tier on tier, on floors raised one
above the other, five, six, seven, and eight stories from the

d, while underneath the surface of the earth engines are
hthmhbm; with pulsations that exert the force of thousands of
orses.

All these advantages attach to the land; it is on this land and
no other that they can be utilized, for here is the center of popu-
lation—the focus of exchanges, the market place and workshop of
the highest forms of industry. The productive powers which
density of population has attached to this land are equivalent to
the multiplication of its original fertility by the hundredfold and
the thousandfold. And rent, which measures the difference between
this added productiveness and that of the least productive land
in use, has increased accordingly. Our setiler, or whoever has
succeeded to his right to the land, is now a millionaire. Like
another Rip Van Winkle, he may have lain down and slept; still
he is rich—not from anything he has done but from the increase
in population. There are lots from which for every foot of front-
age the owner may draw more than an average mechanic can
earn; there are lots that will sell for more than would suffice to
pave them with gold coln. In the principal streets are towering
buildings of granite, marble, iron, and plate glass, finished in the
most expensive style, replete with every convenlence. Yet they
are not worth as much as the land upon which they rest—ilLe
same land, in nothing changed, which when our first settler came
upon it had no value at all.

Here, in poetic prose, is told the story of the nature, origin,
and development of land value. The profit derived from
capitalized land values is known in political economy as
economic rent. J. Ramsay MacDonald, former Prime Minis-
ter of England, referring to this factor in the economic
structure, said:

Rent (ground rent) is a toll, not a payment for services. By it
social values are transferred from social pools into private pockets,
and it becomes the means of vast economic exploitations. * * *
Rent is obviously a common resource. Differences in fertility and

value of site must be equalized by rent, but it ought to go to
common funds and be spent in the common interest.

NATURAL FUND FOR PUBLIC REVENUE

“Where are you going to get the money?” has echoed and
reechoed through this historic Chamber for many months.
On more than one occasion the distinguished gentleman
from Pennsylvania [Mr. Rice] has made it the burden of
his song. The problem of mounting debts and taxes in all
conscience is serious and, as everyone knows, the burden
of the cost of government—both Federal and local—is reach-
ing proportions almost too grievous to be borne. But those
who are alarmed at the extraordinary expenditures and dis-
turbed at the refrain of the distinguished gentleman from
Pennsylvania, let them explore for revenue purposes the
possibilities of the fund represented by the Nation’s land
values and the values of the public-utility franchises; in
oet?erworda,t.hegroundrenttowhichJ.BamsarMacDomm
refers.
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An honest, impartial, intelligent investigation will discloss
the fact that the land values of America and the public-
utility franchise values constitute a fund provided by Nature
and Nature's God that will supply not only the means of
every legitimate public expense but will meet every canon of
sound taxation. Yea, it will do more. It will go far to solve
the problem of unemployment and involuntary poverty. It
will lay the basis and point the way for the honest and
equitable distribution of wealth. It will give light and lead-
ing to the bafled and perplexed educators, statesmen, and
philosophers that are grappling with these problems.

The question is frequently asked: “Why so much want in
the midst,of plenty?” President Roosevelt, in his Atlanta
speech, put the same question in this form:

I think it is of interest to point out that national surveys prove
that the average of our citizenship lives today on what would be
called by the medical fraternity “a third-class diet.” If the coun-
try lived on a second-class diet, we would need to put many more
acres than we use today back into the production of foodstuffs
for domestic consumption. If the Nation lived on a
diet, we would have to put more acres than we have ever culti-

vated into the production of an additional su; of things for
Americans to eat. i

Why, speaking in broad terms in following up this particular
{llustration, are we living on a third-class diet? 3
And proceeds to answer by saying:

For the very simple reason that the masses of the American
}:eoplahavenotgotthnpmmmgpowtomtmmambetw

And the President properly might have pursued the ques-
tion further and included not only better food but better
clothes, better housing, not to say anything about modern
conveniences.

LACE OF PURCHASING POWER

‘Why do the people lack purchasing power? It is not due
to the people’s unwillingness to labor and produce wealth.
It is not due to lack of capiftal nor to the niggardliness of
nature. All about us we see natural resources that willing
hands and idle tools are anxious to exploit. The natural
resources of the Nation, if touched by the magic hand of
labor and capital, would supply enough and to spare for all.

The Bureau of Home Economics of the Agricultural De-
partment, after a careful survey of the needs of an average
family in the United States, found that an annual income
of $2,500 was necessary to maintain a reasonable standard
of living. When it is remembered that in 1929, the year of
our peak prosperity, there were 6,000,000 families in the
United States with incomes of less than $1,000, 12,000,000
families with incomes under $1,500, and over 19,000,000 fam-
ilies—over T1 percent of our entire population—with in-
comes less than $2,500, it is obvious that the wants of the
people were far from satisfied. In pericds of depression
and in times of ordinary business conditions, the income of
the average family is considerably less. These facts indicate
the inadequate and limited purchasing power of the great
mass of the people either in so-called good or bad times.
They further indicate that there is among our own people
a great potential market that will be available with the
advent of adequate purchasing power in the hands of the
masses, It is estimated that if the income of the average
family were $2,500 per annum, the farms, mills, and fac-
tories would be required to produce 75 percent more wealth
or consumers’ goods in order to supply the demand of the
American market,

These facts confirm the findings of the Brookings Insti-
tution, of Washington, D. C., which found, after an ex-
haustive investigation and study of the problem of produc-
tion and distribution of wealth, that at the very peak of
our so-called prosperity, in 1929, 13 percent of the people
of the United States owned 90 percent of the wealth and
that the income of the other 87 percent was so low that
only a few 'of them consumed any luxuries or conveniences
at all, and that practically all of the 87 percent were com-
pelled to spend their entire income for the bare necessities
of life, and further discovered that if the income of the
other 87 percent were sufficient to enable them to maintain
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a standard of living such as the Bureau of Home Eco-
nomics of the Agricultural Department describes as reason-
able, there would be a marked increase in production and
consumption.

In our exploration for an answer to the question of “Why
want in the midst of plenty?” and to President Roosevell’s
observations about inferior diet and lack of purchasing
power, and the Brookings Institution’s discovery of the in-
equitable distribution of wealth and the low purchasing
power of 71 percent of the American people, we may, per-
chance, also discover the Eldorado where the money may be
had with which to pay the tax bills.

Recalling Henry George’s story of the nature, origin, and
growth of land values, let us, for example, take the city of
New York. The report of the commissioner of taxes and
assessments for the year 1934 discloses the fact that the
land values of the city of New York are $8,000,995,996, while
the improvement values total $8,456,173,777. It will be ob-
served that the value of the land and the value of the
improvements are about equal. And here let it be noted
that rows upon rows of buildings and skyscrapers in the city
of New York represent a tremendous amount of human
labor—every building, every home, every office, every factory,
every skyseraper came into being only as the result of the
labor of thousands upon thousands of workmen. Not so with
the value of the land. The increment of land value is not a
labor product. It is the result of the people as a whole
functioning as society—as a social organism. The origin of
the value of improvements and the value of land are totally
different. One is a labor value, the other a social value.
The former is the result of productive effort, the latter the
growth and progress of society.

What is true of the city of New York is true of every com-
munity, large or small. The land values and public-utility
franchise values of the Nation in normal times are estimated
at $200,000,000,000. The value of the Nation’s permanent la-
bor products in normal times is approximately two hundred
billions. And inasmuch as the one is the product of society
and the other the product of labor, are we not within the
bounds of logic, good morals, and sound law in concluding
that labor ought to receive the share it produces and societly
be rewarded for the share it produces? Why are the prod-
ucts of labor so illy shared? Why is wealth so inequitably
distributed?

Lincoln, in discussing this problem, said:

Inasmuch as most good things are produced by labor, it follows

that all such things belong to those whose labor has produced
them. But—

Continued Lincoln—

it has happened in all sges of the world that some have labored
and others, without labor, have enjoyed a large proportion of the
fruits.

Applying this line of reasoning to the problem in hand, who
is the rightful owner of the profits issuing out of the land
values not only of the city of New York but of the land values
and public-utility franchise values of the Nation? Mani-
festly they belong to the people. But under present law and
custom we permit a few to appropriate to their own use that
which obviously belongs to all. And so Lincoln’s observation
is still true—that there are some who, without labor, enjoy a
large proportion of the fruits of labor. It is this fact which
explains President Roosevelt’s and the Brookings Institu-
tion’s observation about the lack of purchasing power of the
great mass of mankind and furnishes an answer to the dis-
quieting question, Why want in the midst of plenty?

WHY POLITICS AND GOVERNMENT ARE CORRUPT

It explains even more. It is this fact in our economic so-
ciety that accounts for much of the vulgarity and corruption
in government and politics. Albert Jay Nock, a publicist and
fundamental thinker of note, puts the case in this fashion.
He says:

So long as the State stands as an impersonal mechanism which
can confer an economic advantage at the mere touch of a button,

men will seek by all sorts of ways to get at the button, because
law-made property is acquired with less exertion than labor-made
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property. It is easler to push the button and get some State-
created monopoly, like a land title, a tariff, a franchise, or other
governmental concessions, and pocket the proceeds than to accumu=
late the same amount by labor.

Man seeks to gratify his desires and wants with the least
possible exertion. There are only two ways by which these
wants and desires can be gratified—one is by labor or render-
ing service, the other by stealing or extorting service. It is,
of course, plain why men seek to get at the button to which
Nock directs our attention. But it is also clear that we can-
not exist as a people or a Nation by robbing each other,
whether by the ordinary highway method of stand and deliver
or the more refined way of using the power of government.

Since wealth is brought into existence by human labor
alone, it follows that some must labor and produce the things
that man needs for the gratification of his wants and desires,
and therefore it would seem that, since all cannot hope to
derive their living off the labor of others, that we put an
end to the stealing of the few by organizing society in such
fashion that none would reap where others have sown. It
is obvious if we wish to establish an economic order based
upon the foundation of social justice that the burden of
taxation now resting upon the products of industry and labor
must be removed and the profits that issue from govern-
mental concessions, such as land titles, franchises, and the
like, must be used for public purposes so that all the people
will enjoy their share of the community fund. Incidentally,
this would put an end to the great prizes for which many
of our foremost citizens are ready and eager to grovel in the
dirt and slime of politics in order to get at the governmental
button. If the problem of unemployment is to be solved and
involuntary poverty abolished, then government must be ad-
ministered in such fashion that legal privilege of whatsoever
nature will be destroyed. In other words, the economic ad-
vantages derived from pushing the governmental button
must be removed from the realm of government and politics.

NATURAL LAWS VS, ARTIFICIAL LEGISLATION

This can be accomplished by the simple process of non-
interference with the natural growth and development of
human society and the sane and rational use of the taxing
power. Too many well-meaning and kindly disposed persons
are unmindful of the fact that the operation of natural law
in the field of economics can be trusted to bring about just,
equitable, and beneficial results, while artificial legislation is
bound to go astray. President Roosevelt has declared that
we today are engaged in a great crusade in every part of the
land to cooperate with Nature and not to fight her. This is
fine. But in our effort to cooperate with Nature let us make
certain that we are in very truth cooperaiing with her and
not running counter to her all-wise and beneficent laws.

The great Italian economist of the eighteenth century,
Gaetano Filangieri, in his Science of Legislation, said:

There are certain natural laws governing our economic life. If
we regulated our lives according to these natural laws, we would
abolish poverty and secure justice and prosperity for all.

Another eminent economist, also of the eighteenth century,
said:

There i{s in human affairs one order which is the best. It is not
always the order which exists, but it is the order which ought to
exist for the greatest good of humanity. God knows it and wills it.
Man's duty is to discover and establish it.

Patrick Edward Dove, a profound economist of the nine-
teenth century, in The Theory of Human Progression, dem-
onstrates the same truth, while Henry George, in his
monumental work, Progress and Poverty, in analyzing and
developing his social philosophy, demonstrates logically, sci-
entifically, and conclusively the truth declared by these
eminent economists. If we are going fo cooperate with Na-
ture, we must learn her laws and obey her commands.

Blackstone, the great English commentator, said:

God has graciously reduced the rule of obedience to this one
paternal precept “that man should pursue his own frue and sub-
stantial happiness,” That this precept is the foundation of what
we call ethics or natural law and that no human laws are of any

validity if contrary to this, and all of them that are valid derive
all their force and all their authority from this origin.
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Since the validity of all human law derives all its force
and authority from the moral or natural laws, any human
enactments in relation to the problem of taxation must like-
wise derive their validity from the same source.

MORALS AND SOUND TAXATION

One of the most important natural laws that govern our
economic life is the law of economic rent. Therefore let us
put the proposal of taking the economic rent of land or the
profits issuing from land value for public use to the test
of the inexorable rule of Nature. And first let it be ob-
served how beautifully and wisely Nature has provided for
the needs of a growing and advancing community. Some-
one has said:

That Nature has intended the state to obtain the revenues it
needs by the taxation of land values is shown by the same order
and degree of evidence that shows that God has intended the milk
of the mother for the nourishment of the babe. For no sooner
does the state arise, it needs revenues, This need for revenue in-
creases with the increase of population and the development of
human soclety. The increasing need for public revenues with
social advance, being a natural need, there must be a right way
of raising them. It is clear that this right way must accord with
the moral or natural law.

Wherein lies the right way?

Let us consider the taxes on the processes and products
of industry by which our present public revenues are col-
lected. The taxes on occupations, on earnings, on invest-
ments, on buildings, on houses, on the cultivation of fields,
on industry and thrift in all forms have none of the charac-
teristics indispensable in any plan we can deem a right one.
All these taxes violate the moral law. For they take by force
what belongs to the individual; they give to the unscrupulous
an advantage over the scrupulous; they corrupt government;
they make oaths a mockery; they shackle commerce; they
fine industry and thrift; they lessen the wealth that man
aight enjoy, and enrich some by impoverishing others.

Now, what about the tax on land values? We have ob-
served that land values are the result of community growth
and advancing civilization. They do not come into being as
a result of the activity of any particular individual, but by
the activity of all the people functioning as a social organism.
Therefore, since no particular individual is responsible for
the origin and growth of land values, but are due to the
activity of all the people, it is clear that the profits issuing
from land values belong to all the people. Well has it been
said that:

Nature gives to labor, and to labor alone. In a very Garden
of Eden a man would starve but for human exertion. Now, here
are two men of equal incomes—that of the one derived from the
exertion of his labor, that of the other from the rent of land. Is
it just that they should equally contribute to the expenses of the
State? Evidently not. The income of the one represents wealth
he creates and adds to the general wealth of the State; the income
of the other represents merely wealth that he takes from the
general stock, returning nothing. The right of the one to the
enjoyment of his income rests on the warrant of Nature, which
returns wealth to labor; the right of the other to the enjoyment
of his income is a mere fictitious right, the creation of municipal
regulation, which is unknown and unrecognized by Nature.

And also let it be further observed that a tax upon land
values is the most just of all taxes, for—

It falls only upon those who receive from soclety a peculiar and
valuable benefit, and upon them in proportion to the benefit they
receive. It is the taking by the community, for the use of the
community, of that value which is the creation of the community.
It is the application of the common property to common uses.
When all rent is taken by taxation for the needs of the community,
then will the equality ordained by Nature be attained. No citizen
will have an advantage over any other citizen save as is given by
his industry, skill, and intelligence; and each will obtain what he
fairly earns. Then, but not till then, will labor get its full
reward, and capital its natural return.

This is a consummation devoutly to be wished. But inas-
much as public opinion has not yet been developed suf-
ficiently to recognize the inequity of the present tax system
nor the justice of the taxation of land values, it is obvious
that the present need is education and more education, to
the end that a healthy and wholesome public opinion may
be developed on the vital question of taxation. In order that
such education may not be misguided and destructive of its
own ends, the promulgation of ideas in relation to taxation
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and the subject of political economy contrary to the social
order ordained by Nature and Nature’s God is charged with
TNT of bad economics and in the very nature of things will
be destructive of the very society and civilization for which
the friends of social justice live and labor and sacrifice,
[Applause.]

The CHATRMAN. The time of the gentleman from Penn-
sylvania [Mr. EckerT] has expired.

Mr. COOPER of Tennessece. Mr. Chairman, I yield 10
minutes to the gentleman from Michigan [Mr. Hooxl.

Mr. HOOK. Mr, Chairman, I have heard several speak-
ers this afternoon on the subject of taxation raise the ques-
tion of how this money has been spent by our Democratic
Party. I may say that it has been appropriated in behalf
of the people of this Nation, and President Roosevelt de-
mands that it be spent honestly and impartially in behalf
of all the people of this great Nation who are in need.

Let me preface my remarks by saying that in the State
of Michigan and in many States of the United States since
November 1935, no Federal relief grants have been given
to Michigan and other States by the Federal Government;
so that all direct relief money spent in the States is com-
pletely controlled by the State administration. In the State
of Michigan we have a Republican administration.

I want to read this letter to you to show what a Repub-
lican administration is doing with relief money:

IroN RiIvER, MicH., April 14, 1936.
Franx E. Hoox.

Dear Smm: I am writing you, telling I have been 3 months with-
out any wood. I have been after them dozens and dozens of
times, and one cold day I went to the Caspian office, walked 4
miles. When I got in there Mr. Brotherington was sitting in a
big soft morris chair in front of a nice big fireplace, smoking
a big cigar, and had refused to talk to me and I was half froze
and turned away.

I left word there for the investigator to make a call at my
home. She came about 2 weeks after. The day she came I was
gone to see the doctor. My husband was at home. This is what
she told my husband. “If you take that picture (meaning Presi-
dent Roosevelt) down from the wall, maybe we could get some-
where.” We didn’t think anything of this right then. We thought
we would get the wood but we didn't, so then I went up to the
food store where they have their offices on Tuesday, April 14,
and seen the investigator, Miss , and asked her about the
wood, and she came out with the same thing, only a little
stronger. She said, if you take the picture off your wall, then
Mr. Brotherington would give you some wood. She sald Mr.
Roosevelt doesn't help you anyway.

I'll sign an afidavit in front of anyone that this is nothing
but the truth. We were treated fine until the picture came up,
until the first investigator came in our house and seen it. I told
her I would never take that picture down from my wall, and I
didn't get any wood yet. I will take this matter up anywhere
with you.

Very truly yours,
(Signed) Mrs. ALPHONSE BEZOTTE,
932 W. Mickler Street, Iron River, Mich.

P. 8.: I wrote to you before, My husband is sick and under the
doctor's care, and we need help. Please answer.

Talk about buying votes! When Members on the oppo-
site side of this aisle accuse the Democratic Party of trying
to buy votes with relief money, how do they explain away
such a situation as that outlined in this letter, a situation
absolutely and positively under the control of the Repub-
lican administration? What would happen if tke Repub-
lican Party were in confrol nationally?

The previous two Republican speakers referred to the
agricultural program and other agencies of the Govern-
ment in a critical manner. Let me refer to an achievement
in which I have much pride, that of the Michigan farmers
since 1932. The farmers of my State during this panic
year were paying the highest taxes on agricultural land
and farm real estate of any State in the Union. They were
crushed between the millstones of the depression and were
unable to help themselves until the Federal program of
1933 was launched which reduced the taxes on rural farms
some 60 percent in the State of Michiran.

Mr. WOODRUFF. Mr. Chairman, will the gentleman
vield?

Mr. HOOK. I yield.

Mr. WOODRUFF. Will the gentleman tell the House
*whether or not the reduction in farm taxes was brought
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about by constitutional amendment, by vote of the people
of the State, or by the legislature?

Mr. HOOK. If was brought about through the fact that
Michigan itself could not have operated in behalf of and
for the good of the farmers without being helped by the
National Government.

Mr. WOODRUFF. Mr. Chairman, will the gentleman
yield further?

Mr. HOOK. Yes.

Mr. WOODRUFF. The gentleman has not answered my
question. I will say, if he dislikes to answer, that the reduc-
tion in the tax on real estate in the State of Michigan was
brought about by a constitutional amendment voted by the
people of the State. It was brought about by the people
themselves. That is the fact.

Mr. HOOK. Partially so. I grant that the Democratic
administration was responsible for that, but the greatest
benefits were brought about through the agricultural pro-
gram. But there are things in connection with the spending
of the taxpayers' money in the extension work in that great
State to which I want to call attention.

It is inherent in the hearts of Americans to take pride in
the performance and progress of each one of the individual
States that make up the Union. Citizens of a particularly
fortunate State are, of course, doubly proud, and as a citizen
of Michigan it is with great gratification that I point to the
progress that my State has achieved in two major fields of
enterprise, upon which the citizens of Michigan depend for
their livelihood, since the depth of the depression in 1932,
to the present time.

First, I wish to call attention to the record of the automo-
bile industry during the past 4 years. The production of
automobiles has increased by more than 70 percent. New
plants are being builf in many Michigan manufacturing
cities. Many leading automobile factories are behind in
their orders for new cars. These cars are sold throughout
the United States and exported to foreign countries. In a
sense, more than three-fourths of the people of the United
States travel with their feet on a part of Michigan, since the
floors of 90 percent of their cars and the chassis beneath are
made in Michigan factories, largely from iron and timber
produced in Michigan.

I am proud of the leadership Michigan has taken among
other States in rising out of the depression through this
major industrial development, but as a citizen of Michigan
I realize fully that Michigan alone as a State was prostrate
and helpless 4 years ago when her factories and mines were
closed, and her people out of work, and orders for automo-
biles had dwindled to less than one-fourth of the normal
business.

Early in 1933 the program of the Federal Government was
launched and a recovery started that began at the grass
roots, primarily through the cooperation of farmers in the
program authorized by the Agricultural Adjustment Act, that
increased the purchasing power of farmers of the United
States by 40 percent in 1934 and over 60 percent in 1935, as
compared to the panic year of 1932. Statistics show that it
was the farmers and the businessmen dealing with farmers
who were the largest purchasers of the automobiles made
in Detroit factories.

A second great achievement in which I take particular
pride is the achievement of Michigan farmers since 1932,
The farmers of my State during this panic year were paying
the highest taxes on agricultural land and farm real estate
of any State in the Union. They were crushed between the
millstones of the depression and were unable to help them-
selves until the Federal program of 1933 was launched, and
through the Agricultural Adjustment Administration, the
Farm Credit Administration, and other New Deal agencies,
farm foreclosures dwindled and prices on basic commodity
crops were advanced toward parity prices.

Ordinarily the reports of crop statisticians are considered
dry and musty, but the crop report for the State of Michi-
gan of January 1936, issued by the State department of
agriculture, with the United States Department of Agricul-
ture cooperating, reads like a romance to those who look
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back to the dark and desperate days of 1932 and at the same
time vision the progress that has taken place since as repre-
sented by cold figures—figures that show less of misery and
more of happiness, less of despair and more of hope, for
farm families. This report states that in 1932 the total
value of livestock and crop production for the State of
Michigan was $118,567,000.

In 1935 the total cash farm income for Michigan had risen
to $177,000,000 for all crops and livestock, an increase of
nearly 50 percent. In addition, this report further states
that taxes on farm real estate had declined approximately
60 percent from 1929 to 1934, 1935 taxes being not yet avail-
able. The report of the State statistician indicates that
progress toward complete recovery will continue in 1936.
Practically all farms of the State are in full operation, and
many new farms, particularly the small farms of part-time
farmers who work in industry part of their time have been
brought into production.

One of the outstanding achievements in Michigan has
been in the increase of alfalfa acreage, in which Michigan
now ranks second in the Union, an increase of from 74,000
acres in 1919 to nearly 1,000,000 acres in 1935; and in sugar
beets, in which she ranks third, increasing from an acrezge
of 58,000 in 1931 to 115,000 acres in 1935; and field beans, in
which Michigan ranks first, producing a crop valued at
$5,363,000 in 1931 and worth nearly $10,000,000 in 1935
($9,852,000). In potatoes, Michigan took second rank of the
Nation in 1935, with a crop valued at $12,492,000; while in
1931, when the depression was on, the potato crop of Michi-
gans was worth only $4,331,000. Michiganders are also proud
of the fact that Michigan ranks first as a cherry State, her
crop being worth $1,622,000 in 1935; while in 1932, the lowest
point of the panic years, Michigan’s cherry crop brought a
return of only $608,000.

Neither do we Wolverines cry over the fact that we are the
first onion State of the Union, and we do not mind if you
poke fun at us for being the premier pickle-producing State.
And these products, too, have gained as the consuming public
with inereased purchasing power has had more money with
which to buy pickles and cherries.

It is not only through the direct basic-commodity crop
acreage-control program of the Agricultural Adjustment Ad-
ministration that Michigan farmers benefited but through
the wise purchases of surpluses by the commodity-purchase
section of the Agricultural Adjustment Administration that
prices on dairy products, beans, and special crops were main-
tained.

The leading authority of the cooperative organizations of
Michigan and also of the bean-jobbing industry states that
orderly marketing resulting from the Federal purchase of
pea beans in 1935 saved Michigan farmers from enormous
losses that would have been caused by gluts of the market.
These losses would have run into millions of dollars without
this wise aid from the Federal program in handling one of
Michigan's largest bean crops.

The new Federal soil-conservation program is now being
launched in Michigan, and those who understand its provi-
sions and who have been in touch with the soil-conservation
program of the past 10 years of the Michigan Agricultural
College realize that this program offers much to Michigan.
It grieves me, however, to note that political pressures are
still brought to bear upon that grand old institution, the
mother of all agricultural colleges, in an effort to break
down the wise provisions of the New Deal for agriculture
and for the general welfare of the Nation. In that connec-
tion I wish to remonstrate here against any political control
being exerted that perverts the Federal- and State-supported
land-grant colleges of America from their high purpose.
They are unique in their service to the Nation and deserve
complete freedom from self-seeking political influences.
Their economists need not be hired by any political group
to give facts. These institutions stand ready to give the
facts freely to the Nation as part of their service.

Some years ago certain members of a political group got
mixed up in affairs that looked surprisingly like grand
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larceny, perjury, and unethical and illegal use of State funds
at our land-grant college.

At this point, Mr. Chairman, I ask unanimous consent to
revise and extend my remarks and to include therein a
report of the Senate committee investigating the adminis-
tration of the affairs of the Michigan State College of
Agriculture and Applied Sciences.

Mr. TREADWAY, Mr. Chairman, reserving the right to
object, is it a State or Federal document the gentleman
speaks of?

Mr. HOOK. This is a State document involving some
Federal funds, namely, funds of the War Department in
the R. O. T. C.

Mr. TREADWAY. Does the gentleman believe them ap-
plicable to a tax bill?

Mr. HOOK. They relate to tax money that is being spent.

The CHAIRMAN. Is there objection to the request of
the gentleman from Michigan?

Mr. TREADWAY. Mr. Chairman, I shall not object.

There was no objection.

The matter referred to follows:

REPORT OF THE SENATE COMMITTEE INVESTIGATING THE ADMINISTRA-
TION OF THE AFFAIRS OF THE MICHIGAN STATE COLLEGE OF AGRI-
CULTURE AND APPLIED SCIENCE

His Ezcellency the Governor and honorable members of the Senate,
of the State of Michigan.

GENTLEMEN: On February 28, 1933, the Senate passed the fol-
lowing resolution known as Senate Resolution No. 27:

“Senate Resolution No. 27

“A resolution providing for a public investigation into the ad-
ministration of the affairs of the Michigan State College of Agri-
culture and Applied Science, together with the affairs of its offi-
clals and employees and the activities of any person, corporation,
or other body, directly or indirectly related to saild Michigan State
College of Agriculture and Applied Science.

“Whereas certain facts have appeared and certain rumors have
been circulated regarding the administration of the affairs of the
Michigan State College of Agriculture and Applied Science, tend-
ing to call into question the propriety of the acts and policy of
the administration of the affairs of the Michigan State College

Agriculture and Applied Sclence; and

“Whereas the Michigan State College of Agriculture and Applied
Science is a public institution supported by public taxes appro-
priated in large part for the purposes of sald institution by this
legislature; and

. “Whereas certain of the moneys expended by this institution
are specific appropriations for the expenditure of which the legis-
lature should rightfully inquire into, in case of doubt; and

“Whereas notwithstanding the breadth of the powers which may
have been conferred upon sald institution with regard to the ex-
penditure of moneys generally appropriated to its use by this
legislature, it is the duty of this legislature, in view of the
fact it must continue to make such general appropriations, to
satisfy itself as to the wisdom and public policy of the appro-
priations so made to sald institution; and

“Whereas certain employees of this institution have been dis-
charged in the middle of the school year and their salary con-
tinued without satisfactory explanation of this unusual concluct
by the officers of sald mstimtlon. and

“Whereas the affairs of this institution have been determined
upon behind closed doors, and all previous official investigations
of these affairs have also been closed to the public, the taxpayers
of this State have & right to be enlightened with regard to these
matters by means of a public investigation; and

“Whereas the officers of the college are entitled to a fair and
gpartinldinmtigstmn of their acts and statements concerning

em; an

“Whereas the citizens, farmers, and taxpayers of this State are
interested in the agricultural activities carried on by the college
and other corporations, boards, and persons in this State: Now,
therefore, be it

“Resolved by the senate, That a committee of five be appointed
by the Lieutenant Governor and be authorized to conduct, with
the aid of the attorney general or his assistant, a public investi-
gation of the administration of the affairs of the Michigan State
College of Agriculture and Applied Science, together with the
affairs of its officials and employees and the activities of any per-
son, corporation, or other body directly or indirectly related to
sald Michigan State College of Agriculture and Applied Science,
the activities carried on by the college and other corporations,
persons, or other bodies in this State, such committee to report
their findings to the Governor and the legislature within 90 days;
and be it further

“Resolved, That such committee be authorized to administer
oaths, to subpena witnesses, and examine the books and records
of any persons, partnerships, corporations, or any body, commis-
sion, department, or institution of the State; and be it further
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“Resolved, That such committee shall be authorized to incur
such expenses and employ, with the exception of legal aid or
counsel, such expert and other assistance as may be necessary,
and that the members of the committee shall serve without com=
pensation, such expenses to be payable from appropriations to be
designated therefor upon a proper voucher signed by the chair-
man after approval by the committee.”

Acting under the above resolution, the committee appointed
ordered an audit of the records of the Michigan State College of
Agriculture and Applied Science, and other organizations related
to it, and has held public hearings and examined witnesses from
day to day.

The results of the investigation by the committee are set forth
in the following paragraphs:

1. The committee determined that there was a cash shortage
of $8,087.65 in the uniform deposit and advance military account
as carried on the books of the treasurer of the college at June 30,
1932; that this shortage had accumulated over a period of years;
that officials of the college and members of the State board of
agriculture knew that this shortage existed at the time a grand
Jury Investigated the affairs of the college in 1932; that the report
of the grand jury indicates that the evidence given before it was
incorrect and misleading, inasmuch as the grand jury’s report
states that the shortage was $400; that the State board of agricul-
ture appropriated $8,087.65 to make good the shortage without
determining the person or persons responsible for same.

2. The organization of the treasurer’'s office for the handling and
control of cash is defective, and the records show that there are
frequent discrepancies between the cash on hand as shown by the
records and the actual cash on hand.

This condition has been brought to the attention of the officials
of the college and the State board of agriculture in a previous
audit, and they have refrained from or delayed in taking the
necessary steps to correct the condition.

3. The treasurer's records show several transactions covering
cash received and disbursed over a period of years and the trans-
actions referred to have never appeared in the annual financial
reports of the college. For example, a loan of §1,260 made to the
Union Opera Board on December 19, 1922, appears on the treas-
urer's books. Interest collected on bank deposits since the year
1916 totaling $15,486.34 is also recorded on the treasurer's books.
Neither of these items have appeared in the annual financial state-
ments of the college, and the financial statements as published
have been incorrect.

4. The control of cash received from commercial sales, services,
and other operations in many of the departments of the college
is inadequate. In many of these transactions credit is extended
and there is no control of the transactions. No entry is made for
them on the general books of the college until and unless cash is
received. The committee’s investigation disclosed that there was
in excess of $25,000 of accounts receivable owing to the college,
which did not appear on the general books, and that many of these
accounts were long past due and in some instances actually bad.

5. The officials of the college and the State board of agriculture
were grossly negligent in arranging for and supervising depositary
bonds protecting the funds of the college on deposit in banks.

The college had $76,041.22 tied up in the East Lansing State
Bank, East Lansing, Mich., on March 31, 1933. This deposit was
su to have been protected through an agreement with the
bank to deposit secuirties with the Grand Rapids Trust Co. The
agreement reads in part, as follows:

“The bank hereby agrees to deposit securities in the amount
computed at their market value of at least 10 percent more than
the amount deposited by said depositor.”

The amount of securities actually deposited with the Grand
Rapids Trust Co. under the agreement, even when the securities
are considered at par value was only $49,700, which was $33,945.34
less than the requirement under the agreement, and $19,500 of the
securities deposited are in default.

The treasurer of the college is president of this bank.

The secretary of the college was a director of this bank until
recently.

A member of the college faculty is vice president and two mem-
bers of the faculty are directors of this bank.

The college had $185,935.39 tied up in the Capital National Bank,
Lansing, Mich., on March 31, 1933. A surety bond executed by the
Guardian Defroit Union Group, Inc., was accepted by the State
board of agriculture to secure the deposit. In this case the State
board of agriculture accepted a surety bond, without collateral,
rrom the company which owned the bank in which the deposit was
made.

The gross negligence on the part of officials of the college and
State board of agriculture will result in a considerable loss of
public funds.

6. The inventory of supplies carried by the college amounts to
approximately $40,000. This inventory is controlled and pur-
chases are regulated by a perpetual inventory system which has
been installed. The inventory contains approximately 4,200 items.
A physical inventory made of 192 items in stores, disclosed that
only slightly over 51 percent of the items were correct; that over
29 percent of the items were short, and over 18 percent of the
items were over, when compared with the perpetual inventory.

An examination of 482 items, picked at random, carried in the
perpetual inventory shows that purchases have been made in
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excess of the requirements of the college, and that over 31 percent
of the items examined had not been called for or used since 1931,
and many of the items referred to had not been used at the college
for years prior to 1931.

The following examples of overpurchase of supplies are given:

On August 24, 1929, the college purchased 2,500 feet of lead-
covered cable at a cost of $509.67. At March 31, 1833, about 200
feet of cable had been used, and the balance was on hand. Inquiry
disclosed that the cable was not of a type which was regularly
used at the college.

On April 20, 1931, 500 bags of calcium chloride were purchased
at a cost of $633.75. On July 30, 1931, about 3 months later, a
further supply of 500 bags was purchased at a cost of $633.75,
From the date of the first purchase to the end of the year in
which both purchases were made only 470 bags were used. The
purchase in that year was upward of 500 bags in excess of the
requirement. In 1932 only 46 bags were used. On that basis the
college has a 10-year supply on hand.

On November 13, 1931, 12 Yale locks and 24 master keys were
purchased, at & cost of $64.30. The locks and keys were still in
stores on April 26, 1933.

The committee has information regarding a number of items of
the same type as those above guoted.

The college has frozen a considerable amount of its working
funds in unusable supplies through careless purchasing practices,

7. The college has carried an average balance in ifs creamery
operating fund ranging from $5,000 fo $46,000 on deposit in the
East Lansing State Bank, East Lansing, Mich., from 1925 to 1932.

No interest has ever been received on this deposit.

The report of the special assistant attorney general who held an
investigation at the college in 1832 stated that the interest on
this deposit had been adjusted. The statement was incorrect.

8. The disbursement of an appropriation of $50,000 for improve-
ment of grounds authorized by the State legislature in act 402
of the Public Acts of 1927 was made under the supervision of T.
Glenn Phillips, the college landscape architect. Mr. Phillips was
on the college staff at a yearly salary of $1,500. The records show
that $10,81849 was disbursed to Mr. Phillips’ staff. The majority
of the checks drawn in favor of Mr. Phillips’ staff were endorsed
by the individuals and then endorsed for deposit in Mr. Phillips'
bank account.

9. The college has on its staff a building architect at a salary of
$1,500. The firm of which the architect is a member has ob-
tained practically all of the work in connection with the prepa-
ration of plans and specifications for college buildings con-
structed and has been paid 56 percent of the cost of construction
for its services.

10. A private dormitory known as “Mary Mayo Hall” was built
on the college campus in 1830 from funds obtained from the sale
of securities by the First Detroit Co.

The amount of securities sold was $425,000.

The advertising matter used in the sale of these securities de-
scribed the issue as "M.tcm%an State College 6-percent Dormitory
Trust Certificates.” The college does not own the dormitory and,
according to the agreements examined, it is not financially obli-
gated In connection with the retirement of the securities at
maturity.

The securities are in default.

The securities were issued and the advertising matter used with
the full knowledge of the officials of the college and the State
board of agriculture.

The issue of the securities and the advertising matter used in
their sale was approved by the Michigan Securities Commission.

The college has leased Mary Mayo Hall and has contracted to
pay from the net income of the dormitory if the earnings are
sufficient, a stipulated amount to take care of the dividends on
the securities issued and to retire the securities as they mature.

" The lease contains the following clause:

“The lessee shall not operate another dormitory or dining hall
which will impair the income of this dormitory from rooms and
board to such an extent as, In the judgment of the lessor, will
endanger the collection of sufficient revenue for the payment of
the rent reserved herein. If at any time the lessor shall give to
the lessee notice in writing that it is necessary for the protection
of such revenue to discontinue the operation of any other
dormitory or dining hall by the lessee, the lessee shall discontinue
such operation as soon as practicable and, in any event, within 1
year after such notice.”

Under the above-cited clause, the trustee for Mary Mayo Hall
can order the closing of dormitories and dining halls owned and
operated by the college, if the net income of Mary Mayo Hall is
not sufficient to meet the dividends on securities issued and to
retire securities as they mature.

11. In October 1830 the State board of agriculture authorized
the purchase of 36 shares in the Michigan State College of Agri-
culture and Applied Bcilence Dormitory Trust No. 1 (Mary Mayo
Hall) at a cost of $35,810. The purchase was made from college
funds. The securities mature in blocks of $6,000 every 4 years from
1936 to 1950.

This was an improper investment of public funds which were
appropriated by the Btate Legislature for current operating ex-
penses.

12. The State board of agriculture appropriated and disbursed
$32,362.20 for the construction of a service tunnel to Mary Mayo
Hall, a dormitory on the college campus, which is owned by a
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private trust for which the Detroit Trust Co. acts as trustee. This
amount was not refunded to the college from the proceeds of
securities sold to finance the construction of the dormitory
noarra.ng'amt ent has been made regarding the refunding of
amount.

13. The college furnishes electricity, steam, water, gas, and tele-
phone service to Mary Mayo Hall, a privately owned dormitory
on the college campus, at a flat rate of $4,500 per annum. The
base rates on which this is computed by the college-are
incorrect, inasmuch as they do not include any charge for depre-
ciation on buildings, plant, and equipment, or transmission and
distribution lines.

14, The State legislature appropriated 300,000 to the college for
building purposes for use in the year 1931. Of this amount
$100,000 was used to pay a portion of the debt owed by the college
to the State in connection with the construction of the football
stadium at the campus.

The State board of agriculture has appropriated from the balance
of the above appropriation a sum of $150,000 to be used along with
other funds, to be raised by the sale of securities, for the construc-
tion of another dormitory along the same lines as the Mary Mayo
Hall, previously mentioned in this report.

It is evident that the $300,000 building appropriation made by
the State legislature for use in the year 1931 was not required for
general college buildings.

The State board of agriculture on October 31, 1931, entered into
& preliminary agreement with the Detroit Trust Co. and The First
Detroit Co., in connection with the leasing of the ground and the
building and the financing of the construction of the dormitory
mentioned above. It also entered into an agreement with Mal-
colmson, Higginbotham & Trout, architects, Detroit, Mich., for
the preparation of plans and specifications, and plans and specifi-
cations have been prepared. A payment of $4,500 has been made
by the college on the plans and specifications, and it is obligated
for a further payment to the architects of $4,600 payable over a
period of 5 years. Construction of the dormitory has not started.

The amount paid by the college is refundable when construction
is started and the securities have been sold.

15. From June 1925 to June 30, 1928, the college furnished the
Union Building on the campus, which is privately owned, with
eleciric, steam, and water service amount to $13,190.37, without
charge. In the year ended June 30, 1929, it furnished the same
service in the amount of $11,266.28 without charge. In each subse-
quent year to date, it has appropriated to the building free service
to the extent of $10,500.

The total free service furnished and appropriated was approxi-
mately §66,450.

16. In 1929 the State board of agriculture appropriated and dis-
bursed $8,215.21 for finishing a portion of the privately owned
Union Building on the campus for use as a faculty club.

17. The State of Michigan carries in its sinking funds £300,000
of bonds on the privately owned Union Building on the campus.
Two hundred and eighteen thousand dollars of these bonds have
E:twd and are unpaid and 96,725 of interest on the bonds is

ue.

18. The State board of agriculture donated in cash to the Mich-
igan State College Alumni Association $86,634.81 from 1918 to 1933.

19. From October 1930 to December 1932, the State board of
agriculture has appropriated and disbursed $380.21 in payments
of the traveling expenses of the secretary of Michigan State Col-
lege Alumni Association attending alumni meetings.

20. In 1931 there was appropriated and disbursed from general
college funds $1,504.78 to pay a note to the Capital National Bank,
Lansing, Mich.,, which had been guaranteed by 24 endorsers in
connection with sending of the college band to Washington, D. C.,
to attend a football game. Prior to the band leaving for Wash-
mlng‘bon. the board had refused to make any appropriation for the

p.

21. The State board of agriculture authorized the payment of
the traveling expenses of the secretary of the college, H. H. Halla-
day, in the amount of £58.78, and of professor of music, Lewls
Richards, in the amount of $63.04, attending the above-mentioned
football game at Washington, D. C.

22. An attempt was made by the secretary of the college, H. H.
Halladay, to sell a horse to the college. The price of $150 was
agreed upon between Mr. Halladay and R. S. Hudson, head of the
farm and horse department. A requisition was issued by Mr. Hud-
son in the name of Wayne Carpenter on Mr. Halladay's instruc-
tion. The horse was not required by the ccllle%g and the requisi-
tion was rejected by Dean Cox who refused pass it. Wayne
Carpenter is Mr. Halladay's son-in-law.

23. College cattle was pastured for payment on a farm known
as the Nickerson Farm, in which the following persons connected
with the college had a proprietary interest:

Jacob Schepers, treasurer of the college; Ward Giltner, dean of
division of veterinary science; I. F. Huddleston, research associate
in bacteriology; W. L. Mallman, associate professor and research
assistant in bacteriology; L. C. Emmons, professor of mathematics.

The cattle were under the jurisdiction of the veterinary di-
vision at the time they were pastured on the farm.

24, As of May 1932, there were 208 related persons on the staff
of the college. At April 1933 the number of related persons on
the staff was 153.

25. Up to February 1933 the college carried a rural-press spe-
clalist on its staff at a salary of $1,500 per annum. We have

EEE
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been unable to find coples of any college articles prepared by
the specialist. Our investigation disclosed that the last specialist
employed regularly prepared for his own clients a “confidential
bulletin” and a “legislative letter” which was mimeographed from
college stencils on college paper by college employees without
charge to the specialist.

26. At March 31, 1933, the college general-fund assets exceeded
the general-fund liabilities by $633,912.85. This excess is ac-
tually a reserve which has been built up from the accumulation
of unexpended appropriations, etc., and is available for general
operations to the extent that the assets can be liquidated.

27. The operation of the college music department for the 4
years ended June 30, 1928, cost $71,239.88. The cost of operation
increased to $192,615.75 for the 4 years ended June 30, 1932, an
increase of $121,375.87. This increase has taken place since the
music department became afiliated with the Michigan State In-
stitute of Music and Allled Arts. The increase has been caused
prineipally by $34,327.54 paid in fees by the college to the insti-
tute for instruction of college students under institute staff and
an increase of $84,208.80 in salaries pald to music-department
instructors.

28, The Michigan State Institute of- Music and Allied Arts is
a nonprofit corporation organized under the laws of the State of
Michigan.

20, Mr. lLewis Richards, who Is the head of the college music
department, received a salary of $5,000 (reduced to 84,650 in
current year) from the college. Mr. Richards is also director of
the music institute and as such has received 25 percent of all
fees paid by the college to the institute for instruction of college
students under institute staff. He has received 100 percent of
all fees of institute students whom he taught personally, and,
except in a few instances, he has received 25 percent of all fees
paid by institute students for instruction. Mr. Richards has been
allowed leave of absence for making personal appearances af
concerts for remuneration, and has also received remuneration
for ap ces at Michigan State College student concert course.

30. The Michigan State Institute of Music and Allied Arts has
occupied buildings owned and serviced by the college since 1929,
and the college has recelved no remuneration for the use of the
buildings or services rendered.

31. Since 1929 the college and college students have paid the
Michigan State Institute of Music and Allied Arts $59,183.47 in
fees.

32. The institute has collected since 1929 and retained $5,258.67
from students practicing in college-owned and serviced rcoms on
instruments rented by the institute.

83. The institute has retained $4,026.08 of profits made since
1929 on the Michigan State College student concert course.

34. The institute, starting in the year ended June 30, 1931, and
continuing down to March 31, 1933, has collected and retained
$11,027.73 from college students receiving their instruction under
salaried college instructors. The students paid the institute for
instruction for which the college had paid the salaries of the
instructors.

85. From 1929 to March 31, 1933, the institute paid out in per-
centages and salaries to its instructors and its directors more than
its income from fees (excluding the $11,027.33 mentioned in the
previous paragraph).

The cost of the investigation was $6,500, representing the fees
for the audit of the books of the college and the music institute
for the 4 years and 9 months period ended March 31, 1833. The
auditors also conducted investigations of other organizations con-
nected with the college and checked the veracity of information
which came to the attention of the committee. An examination
was also made by the auditors of approximately 85 revolving and
other funds which are connected with the college, the complete de-
talls of which are not recorded on the general college records.

The audit work has been carried out to the complete satisfaction
of the committee.

Previous audits made at the college were cash audits of a super-
ficial nature and did not contain the information required by
the committee for its investigation.

The committee’s investigation disclosed that Frank S. Eedzie,
college historian, who had been In the employ of the college for
62 years; Joseph Frank Cox, dean of agriculture, who had been in
the employ of the college for 20 years; and James B. Hassleman,
director of publications department, who had been in the employ
of the college for 17 years, were discharged without a hearing
because they objected to many of the practices brought out in
this report. These men were treated unfairly and there was no
basis for their discharge.

RECOMMENDATIONS

We recommend that the Music Institute be entirely divorced

from the college and removed from the college buildings and

grounds,
We recommend that all connection between college officials and

employees and the East Lansing State Bank, East Lansing, Mich,,
be discontinued.

We recommend that the state board of agriculture desist from
paying any commissions to or making any contract, other than
for their regular salaries, with its architect, landscape architect,
or other members of its staff.

We recommend that the attorney general of the State of Mich-
igan take proper steps to recover public funds which have been
umawmmimmkmmmdsdbymmumwmultm
or its 3
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We recommend to the Governor of the State of Michigan that
he examine the testimony taken by the committee with a view
to removing the members of the state board of agriculture if he
deems that the testimony warrants such action.

Epwarp B. McKEnNA, Chairman,
BEN CARPENTER,

SAMUEL W. RAYMOND,

Ray DERHAM,

Members of the Committee Investigating the Administration
of the Affairs of the Michigan State College of Agriculture
and Applied Science Under Senate Resolution No. 27, Dated
February 28, 1933,

JUNE 14, 1833.

Mr. HOOK. During the brief interim of Michigan’s Demo-
cratic State administration of 1933 and 1934, facts were
brought to light by a Michigan Senate investigation showing
a shocking state of affairs at Michigan’s great pioneer College
of Agriculture and Mechanic Arts—not just one of those fac-
uity rows involving squabbling professors but in this case col=
lege officials and State board members were all hooked up
together in a private music institute, a bank handling college
funds without adequate protection or interest, land deals,
shortages in the military account, in fact some 30 question-
able, illegal, or irregular items were enumerated in the re-
port of the senate committee of 1933, Men high in G. O. P.
party councils were involved. A thorough cleanup has been
delayed, but since the senate findings the college secretary
resigned, the college treasurer now faces charges for failure
to account for moneys in his hands, and I have this week
received a clipping from the State Journal of Lansing, Mich.,
of April 10, 1936, stating that the M. S. C. military shortage
probe is to be resumed and that the State police are now
working on the missing $8,000 of R. O. T. C. funds. The
article states that the shortage in funds was discovered dur-
ing the time a grand jury investigation was being conducted
at the college 4 years ago. A true statement of news facts
would be that the one-man grand jury conducted by Judge
Leland Carr and the report by Special Assistant Attorney
General Joseph Baldwin stated that no such shortage ex-
isted, thus protecting the guilty parties. The honest rural
press of the State called these findings a “whitewash” at
the time. The Lansing State Journal is one of the papers
that was all that time VanbpENBERG controlled. Joseph Bald-
win, through influence of Senator VaNpENBERG, Was appointed
from his district as first assistant doorkeeper of the United
States Senate in 1931 and 1932. The first job of this poli-
tically obligated attorney in Michigan was as this special
assistant attorney general of the State of Michigan, ap-
pointed in Governor Brucker’s regime, to investigate the
Michigan State College affair, and he did what no reputable
attorney would do in protecting political malefactors. The
involved State board of agriculture fired the illustrious Dr.
Frank S. Hedzie, the grand old man of the institution, and
two other objectors to dishonesty.

It is of interest that Governor Brucker this week an-
nounced his candidacy for nomination for the United States
Senate. He would like to occupy the seat long held by the
senior Senator of Michigan, James M. CoUzZENS.

There are other connections that show the adroitness of
this political gang. A Mr. Gilbert Daane, who is a banking
associate of the junior Senator from Michigan, was nomi-
nated for the Board of Agriculfure by the G. O. P. in 1932,
replacing a former Board member who had made an effort
to clean things up at M. S. C. Daane did not have the vote
of the convention, but they gave him the nomination re-
gardless—bad business even for the G. O. P.

Another unusual connection is indicated by the active part
played by Mr. Fred L. Woodworth, Michigan’s former Re-
publican collector of internal revenue and the campaign
manager for Michigan’s junior Senator, in actively lobbying
among the State legislators to prevent any action that they
might take to correct the shocking state of political con-
trol at the Michigan State College. According to depend-
able authority, Mr. Woodworth received pay for his services
as a lobbyist from the Michigan State Board of Agriculture—
taxpayers’ money used to protect guilty parties. As reported
by the Michigan press, Mr. Woodworth is the man who at
the recent Republican “blue grass” convention at Cleveland,
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whispered the name of VanpeEmeere in the ears of receptive
delegates as a likely G. O. P. Presidential candidate.

With increasing frequency of late, the stentorian tones of
the junior Senator from Michigan have resounded through
the United States Senate. He is already hailed by many
Republicans as the “plumed knight” of the Republican Party
who may carry the gonfalon of the G. O. P. af the next
election.

“Sanctity of our courts” and “freedom of the press” are
the two main themes of Senator VawpENBERG, Who appar-
ently desires to implant the idea in the minds of his hearers
that these paladiums of liberty have in some way been
endangered by the New Deal in bringing the Nation from the
depths of the Hoover panic of 1832 to the present state of
well-advanced recovery. The junior Senator from Michigan
is an orator of the old school, the very epitome of “pomp
and circumstance” as he paces back and forth upon the
Senate floor—a champion full worthy of the pelf and power
faction of the old guard, Hamilton is his ideal, about
whom he has written two books—the Hamilton who opposed
the farmer and who looked upon the people collectively as
“a dangerous beast.”

The courtesy that I, as a Congressman, must extend in
these Chambers toward the.junior Senator from my State
forbids my presenting here further details regarding the
muzzling of the press, and the polifical prostitution of the
judiciary of my State by G. O. P. factions, but recent de-
velopments remind me of a remark made by a wise old
farmer of a central Michigan county in discussing the
chances of a local Republican candidate for election as
county supervisor: “Well”, said the old-timer, “everyone
knows that Mel sucks eggs, but he's durn good at hiding the
shells,” Until very recently the old-guard gang of Mich-
igan have been “darn good at hiding the shells”, but some
of them, though carefully hidden, are coming to light.

The political henchmen of this gang are desirous of
widening the scope of their influence by invading the broader
field offered with Washington, D. C., as headquarters. As
political machines go, this latest model Michigan machine
is worthy of attention. Like the latest model 1936 Michigan
automobiles it is streamlined and efficient, equipped with
silent transmission and oil immersion shock absorbers—a
great improvement over the Hoover-Hyde or the Harding-
Dougherty models. This is the machine, “body by the
G. O. P.”, “powered by VampeEnserc and Brucker”, that the
old-guard gang of Michigan would like to wheel into the
White House garage.

This is the machine they would like to wheel into the
‘White House garage next November, but I cannot agree with
my distinguished friend from Massachusetts t this Re-
publican machine will go in there at any time. The honest
people will not approve when all the facts are brought to
light.

Mr. TREADWAY. Mr. Chairman, I yield 30 minutes to
the gentleman from New York [Mr. WapswoORTH].

Mr. WADSWORTH. Mr. Chairman, I have been en-
deavoring to ascertain from the gentlemen in charge of this
debate just how much longer it is to be permitted to go on.
I gather the impression that if no one interferes to stop us
it will go on until 5 o'clock; also the impression that there
is but one remaining orator on the other side of the aisle,
which indicates that between us we shall consume perhaps
an hour and 15 minutes. Of course, that will involve no
effort on my part and does not dismay me in the slightest
degree.

Mr, Chairman, I am a little unconventional in that I will
have to confess at the outset I have never been excluded
from a committee room. In fact, the committee room that
has become so famous during this debate is one in which
I would not care to force entry during a Democratic discus-
sion of a tax bill. I cannot therefore claim any grievance
upon this occasion, nor do I know anything about the
horrid conditions existing in the State of Michigan as de-
scribed to us by the gentleman who has just preceded me,
and which bear such a close relation to this tax bill.
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Upon one or two occasions as this debate has proceeded,
Mr. Chairman, I have endeavored to remind the Chair and
the Committee that the rule under which this debate is con-
ducted provides that remarks shall be confined to the bill
itself. Again I shall be unconventional in that I shall obey
the rule; otherwise apparently it has not been worth the
paper it is written on.

Mr. VINSON' of Kentucky. Mr. Chairman, a point of
order.

The CHAIRMAN. The gentleman will state it.

Mr, VINSON of Kentucky. The gentleman has not ad-
hered to the rule up to this point.

Mr. WADSWORTH. Mr, Chairman, I beg the indulgence
of the gentleman from Kentucky.

Mr, VINSON of Kentucky. Mr. Chairman, I withdraw
the point of order.

Mr. WADSWORTH. Do not withdraw it. I desire to be
disciplined.

Mr. Chairman, my remarks up to this moment will be
recognized, of course, by all veteran legislators as of the
graceful and introductory character. I shall be guilly of
rambling in the few comments I shall make, and I think
I will nol consume 30 minutes unless I am suitably and
frequently interrupted. In the few comments I shall make
upon this bill I desire first to speak about that provision
which relates to the so-called “windfall” tax. I venture to
do so because practically all of my life I have been engaged
in the livestock business and thus have come into rather
intimate contact with the packing business.

As I understand it, and I shall be glad to be corrected
if I state this erroneously, the bill provides in effect that
in the event a processor has passed the tax on to the con-
sumer and thus has not been put out of pocket himself
under the processing-tax law recently declared unconstitu-
tional, he may be called upon to refund a sum of money
equal to a certain percentage of the sum which he pre-
sumably pocketed at the expense of the consumer. I may
state that awkwardly, but I am sure the members of the
committee present know what I am driving at.

Mr, Chairman, I am going to confine my remarks to the
effect of this provision upon the packing business. I am nof
at all concerned as fo its effect upon the so-called big
packer. The processing tax on hogs did not fall with as
heavy weight on the big packing institutions. It was pos-
sible for them to absorb this tax in part at least, and per-
haps in a good many inctances entirely. As to the exact
facts upon that situation I am not informed. But the big
packer had this advantage: The processing of hogs was only
a portion of his business. He also processed beef cattle
against which there was no processing tax. He also proc-
essed mution and lamb against which there was no process-
ing tax. He also engaged in the purchase and resale or
preparation and processing of several other articles, many
of them byproducts, some of them medicinal, some of them
relating to the hide industry, and some of them to the fer-
tilizer industry, In other words, his operations were diffused
and scattered over a wide area, and if is safe to say that
about three-quarters of them was free from any processing
tax,

There are, however, in this country, and doubtless the
members of the Ways and Means Committee know this as
a result of the hearings, something like 1,100 pork packers
who do nothing else except handie hogs and process them
into pork products of one kind or another. They do not
handle cattle, and they do not handle sheep.

They manufacture very, very few of the byproducts
which the big packers manufacture. All their eggs, so fo
speak, are in the hog basket.

The processing tax fell as a heavy burden upon their
entire business. Now, the tax was computed at the rate of
2% cents a pound, live weight, on a full-grown hog. Hogs
were selling during most of that period in the neighborhood
of 10 cents a pound on the Chicago market; in other words,
the processing tax amounted to 25 percent of the cost of the
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raw material. I think no one will deny that this is a tax of
extraordinary severity to be imposed upon any business,

The small pork packer was constantly put into difficul-
ties, and I know of several of them. Of course, an effort
was made at the beginning, and naturally so, as any busi-
nessman would make it, to pass the tax on to the consumer.
The effort was not successful after a comparatively short
experiment. Then an effort was made, of course, by the
businessman running the pork-packing establishment to
try to reimburse himself by paying less money for the live
hogs, by taking it out of the producer. That did not work
very well, because in the meantime the large packers were
enabled to pay the full price for live hogs and absorb, in
whole or in part, the processing tax imposed solely on the pork
processing, but not imposed upon their other great under-
takings.

There are about 1,100 of these small pork-packing con-
cerns. Many began to go into the red. Most of them went
into the red almost entirely as a result of this processing
tax.

There is one concern of excellent reputation located near
my home district, and I have no doubt my friend, the gen-
tleman from New York, and my neighbor from Monroe
County will recollect the identity of this concern—it is not
profitable to mention it—had to take steps to put itself into
the hands of a receiver. It withheld the payment of the
tax, but had to deposit the money in the jurisdiction of the
Federal court pending the decision of the Supreme Court
on the Triple A.

In the meantime all preparations were made for putting
the concern in the hands of a receiver, because with the pay-
ment of the tax it was finally decided the company would
have to go out of business. It could not meet its obligations.
It had been losing money too fast and over too long a period.
Fortunately for it, the Triple A decision came along and the
money that had been impounded was turned back to it, the
receivership proceedings were withdrawn, the company has
managed to survive and is now doing business, employing
several hundred people and buying hogs all through the
farming region of western New York. Had it not been for
the Triple A decision this company would have closed, solely
as a result of the processing tax.

Now, as I read this bill, and I may be mistaken, this com-
pany will have to prove and carry the burden of proof, that
it did not pass on the taxes which it was able to pay up to
the time it found itself unable to pay any longer; that it
absorbed the taxes itself and that the consumer of the
finished pork products paid no portion of them in the in-
creased price of the retail goods.

How is the company going to prove this? How will they
go about demoenstrating it, Mr. Chairman? If this company,
or any other pork-packing company, sold but one article,
we will say sausages, and no cother article or no other form
of pork products, it might be possible to trace on the books

of the company the actual cost of producing the sausages

and subtract that from the ultimate price charged to the
consumer and say, “There is your profit and we can tell
whether or not you passed on the two and a quarter cents
live-weight processing tax in the form of the finished sausage
priced higher to the retailer.” But, Mr. Chairman, concerns
in the packing business do not do that kind of business.
They market several different products—hams, sausages,
pork, fresh pork, shoulders, bacon, different brands and types
and quality, which are advertised, as you see them advertised
all over the country. These articles go into the channels of
commerce over a huge area and reach all kinds of markets.
The prices are not uniform amongst them from month to
month. If one article is not selling well they may reduce
the price in order to boost its sale. If it is selling well they
may keep the price up. If the price of one of their brands
goes up or down, who can tell whether the processing tax
had anything to do with it or not?

Mr. VINSON of Eentucky, Mr. Chairman, will the gentle-
man yield?

Mr. WADSWORTH. I yield.
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Mr. VINSON of Eentucky. Did the concern to which
the gentleman refers have any net income during the period
involved?

Mr. WADSWORTH. A net income?

Mr, VINSON of Kentucky. ¥Yes; a taxable net income.

Mr. WADSWORTH. I am not informed authoritatively,
but in view of the fact that it was on the verge of going
into receivership, I imagine it was not enjoying any net
income.

Mr. VINSON of Eentucky. My understanding is if it did
not show a net income, there would be no tax under the
“windfall” provision.

Mr. WADSWORTH. All right; suppose it showed a slight
income.

Mr. VINSON of Kentucky. - Then, of course, the factors in
regard to passing it on or having absorbed it would apply.
Most of the small packers maintain that they absorbed it;
that competitive conditions were such that they could not
pass it on. This was the proof or the testimony before
the committee.

The gentleman refers to the burden of proof. He recog-
nizes that there is a prima-facie presumption which may be
rebutted.

Mr. WADSWORTH. Either party may rebut, but the
Government does the assuming. '

Mr. VINSON of Eentucky. The gentleman realizes that
the facts are in the possession of the taxpayer, and to put
the burden of proof on the Government would be an inter-
minable proposition.

Mr, WADSWORTH. I think at the best this thing is go-
ing to be an interminable proposition. You will have law-
suits, litigation, expert accountants, investigations month
after month, litigation year after year to find out whether
the tax was passed on or not.

Mr. VINSON of Kentucky. The gentleman knows that
we have thousands of cases under existing law involving
the interpretation of taxes.

Mr. WADSWORTH. And you are adding to that situa-
tion, and that is not good law.

Mr, VINSON of EKentucky. If there was no net incomz
there is no “windfall” tax.

Mr. WADSWORTH. The gentleman from Eentucky says
we have numerous litigations in other tax laws. There is
a terrific expense incident to the paying of taxes, the legal
fees of the attorneys or experts paid by the taxpayer before
he pays his tax. This is adding more expense to that group
which is now and has been for 2 years near the rocks. You
are going to bring these people into litigation in a desperate
endeavor to save themselves and in the long run the Gov-
ernment not get much.

This burden is to be imposed upon a group of industries
which today are on the narrow edge, generally speaking,
who were burdened terribly by the processing tax. That is
admitted. Now Uncle Sam comes along and with a sneer—
make no bones about it—with-a sneer and innuendo against
their integrity and character says, “We are going to get
you and make you pay.” From what will they pay you
back? I am pleading for the small people. I am not
pleading for the big packer.

Mr. VINSON of Kentucky. Is the gentleman in favor of
the packer being unjustly enriched?

Mr. WADSWORTH. Oh, these packers were not unjustly
enriched.

Mr. VINSON of EKentucky. If not, they will not have
this burden imposed on them.

Mr. WADSWORTH. But they will have to prove that
they were not. I am in favor of the Government taking
its medicine when it is wrong. Who passed this act that
was unconstitutional? The Congress of the United Stafes.
It put you in a hole as to revenues. Whose fault is it?

Mr. VINSON of EKentucky. What right has any packer
or anybody else collecting processing taxes from somebedy
below to keep them in his pocket and become unjustly
enriched?
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Mr. WADSWORTH. Oh, there the gentleman goes again
with his “unjustly enriched” business.

Mr. VINSON of Kentucky. The questions, however, will
be determined by the Bureau of Internal Revenue and by
the courts, just as questions of fact are determined under
existing law.

Mr. WADSWORTH. All right. Drag this little fellow in,
drag him through all the courses of litigation, with the
Government’s lawyers, paid for by the taxpavers, litigating
as long as the Government desires, bringing this citizen in
and trying to shake him down. Why? Because you made
a mistake in passing the Triple A. What right had Congress
to pass the Triple A in the first place? - Tell me that. .

Mr. VINSON of EKentucky. Oh, it would take me longer
than the gentleman would give me time to do that.

Mr. CRAWFORD. Mr. Chairman, will the gentleman
yield?

Mr. WADSWORTH. Yes.

Mr. CRAWFORD. The gentleman from Kenfucky [Mr.
Vinson] has made a pertinent observation in the applica-
tion of this law. Section 501, page 231, line 5, says:

The net income of every person which arises from the sources
specified below.

Here the law is referring to specific sources of income.
What is that source? That source of income is the process-
ing-tax feature. I have in mind a packer, such as described
by the gentleman from New York [Mr. WapsworTH], who
had a loss during 1933 and 1934, and in 1935, since the Su-
preme Court decision, he has had refunded or returned to him
$101,000 in processing taxes. Suppose in 1936 he has a net
income, we will say, of $75,000, and into his gross proceeds
have gone that $101,000 which the Government returned
to him. Will he have to return 80 percent of $75,000 of
it, or 80 percent of the $101,000 under the provisions of this
bill which says:

The net income of every person
specified below. x

That is one question. If I may be permitted, let me sub-
mit this: Suppose that in 1934 and 1935 while the process-
ing tax was running, this processing-tax feature came into his
business. It was during 1934 and 1935 that he made this
collection through sale of goods. This law applies specifi-
cally to income arising from sources specified below, and the
law becomes effective January 1, 1936, and subsequent
thereto. Will they go back and apply the $101,000 which
was incurred in his 1933 income, his 1934 income, and his 1935
income, or will it be applied in 1936 only? ;

Mr, VINSON of Kentucky. I do not think there is any
application whatever to moneys that have been refunded in
21 (d). This does not seek to reach those moneys.

Mr. CRAWFORD. The gentleman means to say since the
Supreme Court decision?

Mr. VINSON of Kentucky. Oh, no.

Mr. CRAWFORD. If since the Supreme Court decision
the moneys which were impounded——

Mr. VINSON of Eentucky. Oh, that is different. That is
not a question of moneys refunded. Moneys -impounded
and paid to him is a different proposition, but the gentle-
man used the term “refunded”, and I thought he was speak-
ing of refunding under section 21 (d). The first thing you
have to determine is what happened to the tax. If the tax
has been absorbed, as the small packer maintains very stren-
uously—and he impresses me with the nature of his testi-
moeny that he did absorb it, that the competitive conditions
were such that he necessarily had to absorb it—and having
absorbed it, there will not be any basis on which you will
levy the 80-percent rate.

Mr. CRAWFORD. Whether he had an income or not?

Mr. VINSON of Kentucky. Whether he had an income or
not. There is nothing plainer in this bill than that if he
absorbed the tax there will be no “windfall” tax collected from
him.

Mr. CRAWFORD. Suppose in other conditions which
?g;;, beeén apparent, this firm has lost in 1933, 1934, and

which arises from the sources
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Mr. VINSON of Eentucky. In one business, in the pork
business?

Mr. CRAWFORD. In the business of purchasing hogs
on the hoof.

Mr. VINSON of Eentucky. I say there will be no “wind-
fall” tax.

Mr. CRAWFORD. Although he receives back the
$101,000?

Mr. VINSON of Kentucky. If there is not any income,
there is not any “windfall” tax. Net income with reference to
business revolving around the commodities upon which the
processing tax has not been paid.

Mr. CRAWFORD. The gentleman makes that interpreta-
tion in spite of the fact that the law says upon “net income
gfex every person which arises from the sources specified

ow”?

Mr. VINSON of Kentucky. I state that is my understand-
ing of what this statute is.

- Mr. MAIN. Mr. Chairman, will the gentleman from New
York permit me to ask a question of the gentleman from
Kentucky?

Mr. WADSWORTH. If I may have assurance of being
allowed to extend myself, I yield.

Mr. MAIN. The language at the top of page 220, “to be
collected and paid for each taxable year.” Is it contem-
plated that this provision shall apply to anything other than
the conditions which developed under the A. A. A. law?

- Mr, VINSON of Kentucky. No, sir,

Mr. MAIN. Why should it not be limited, then, to the
period under which the A. A. A. was in operation?

- Mr, VINSON of Kentucky. Will the gentleman repeat his
question? Perhaps I did not understand him.

Mr. MAIN. The language is “paid for each taxable year.”
That is at the top of page 220. Does not the theme of un-
just enrichment apply specifically to this situation which
developed under the A. A. A, legislation?

Mr. VINSON of Eentucky. As a practical matter, it deals
with A. A. A, but as a matter of law this is permanent
legislation and goes from year to year. However, as a prac-
tical matter, it applies to the transactions to which I think
the gentleman refers.

Mr. MAIN. Does the gentleman conceive of any other
situation to which that might apply than the impounding
of funds which developed under the A. A, A. law?

Mr. VINSON of Kentucky. There might be some.

Mr. WADSWORTH. Mr., Chairman, I do not intend to
pursue the discussion of the so-called “windfall” tax but for a
moment longer. I cannot boast of any intimate knowledge
of the problems of bookkeeping and accounting. I venture
the assertion that the enactment of this legislation will in-
augurate a long period of litigation, the expense of which
will be an added burden to these people. Of course, the
Government never cares how much money it spends in liti-
gation. The poor citizen has to out of his own pocket. I
may be wrong about if. I would not impugn the motives of
the gentleman who wrote this section. I am not sure where
it was written. If may have been written in the Committee
on Ways and Means, but it was discussed sometime before
that, and I imagine it was started long before the committee
itself sat down to write this bill. But from the very begin-
ning I have not been able to divorce myself from the opinion
that it was born in a spirit of vindictiveness, Someone had
to get even with somebody else in order to cover up an error.
We will let it drop at that.

Mr. Chairman, may I say a word or two on what I con-
ceive to be the philosophy underlying that portion of the
bill which would impose a tax upon sutpluses of corpora-
tions? The matter has been touched upon in very able
manner by several gentlemen who have already addressed
the Committee. I shall not go into that side of it at any
length because it has been well covered. Incidentally, the
attendance this afternoon is exactly in inverse ratio to the
importance of the measure, not an unusual spectacle in the
House of Representatives. I say that not by way of scold-
ing my colleagues but to remind them that it is this kind of
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situation that puts the Senate of the United States in con-
trol of legislation. We allow 8 hours or 10 hours or 16 hours
to debate a bill which is positively revolutionary in charac-
ter as it relates to the taxation of corporations. It will be
rewritten in the Senate, and the whole country expects it.
Thus does the House of Representatives represent. This
House is an institution. For me it holds traditions.

[Here the gavel fell.]

Mr. TREADWAY. Mr. Chairman, I yield the gentleman
from New York 10 additional minutes.

Mr. WADSWORTH. For me this House represents and
holds very dear traditions. I have been privileged to be a
Member of it going on 4 years; delighted to be a Member
of it; proud of it; but dismayed, from time tc time, in that
under its procedure it surrenders, in large part at least, its
legislative discretion to another body. That hurts. Under
the Constitution we are to originate measures for raising
revenue. My observation has been during the past 2 or 3
years that we do not originate much more than the enact-
ing clause; that another body takes it over, and we wait
for the conference report. So here we are, 30 or 40 of us
this afternoon, discussing the most important revenue bill
presented in the last 10 years.

As to the philosophy underlying it, in part at least——

Mr. DOUGHTON. Mr. Chairman, will the gentleman
yield?

Mr. WADSWORTH. I yield.

Mr. DOUGHTON. What benefit would there be in un-
limited debate if no more Members are interested than the
gentleman just referred to?

Mr. WADSWORTH. I suppose I may be making an ob-
servation which seems unjust or unwarranted. Perhaps
this present situation is due to the existence of the enor-
mous Democratic majority in this House. I am not saying
that as a criticism of the Democrats, but when this huge
majority brings in a bill and it is announced as a majority
bill, and the majority is 3 to 1, I suppose the tendency
on the part of nearly all of us is to accept the fact that it
is going to pass. It may be due to that political situation
in the House, which may not last forever, that this situation
exists today.

Mr. DOUGHTON. Would the gentleman state that the
other body dominsates this body or dominates legislation, or
that more of the policies or views of the other body are
found in laws when they are finally enacted than of this
body? That has not been my experience since I have been
here.

Let me say that our conferees have not submitted su-
pinely to the views of the other body. We have given and
taken as a coordinate body should; and I am sure the gen-
tleman, fair as he is, fine as he always is, would not want
to make the statement that this body is completely domi-
nated by the other body.

Mr. WADSWORTH. Rather am I expressing only an
opinion. .

Mr. DOUGHTON. I wonder if, on second thought, that
is the gentleman’s opinion, if that is the gentleman’s con-
viction.

Mr. WADSWORTH. Perhaps the opinion has been frozen
into a conviction in my own mind. It is not important.

Mr., BLANTON. Mr. Chairman, will the gentleman yield?

Mr. WADSWORTH. My opinion is that step by step—
and I am going to be perfectly frank about this, although
I do not like making the suggestion—that step by step the
House of Representatives is losing place as an institution.

Mr. BLANTON. Mr. Chairman, will the gentleman yield?

Mr. WADSWORTH. Mr. Chairman, I had not intended
to digress upon a subject which may be disagreeable, buf it
has been in my mind for some time and may have some
bearing upon the consideration of this bill.

Mr. Chairman, I have been locking back over the history
of the so-called New Deal legislation very studiously for
some time, as well as the utterances of its champions, espe-
cially the utterances of the President of the United States
and his principal lieutenants. I have made this observa-
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tion before; I am now going to make it upon the floor: In
none of those utterances, be they the utterances of the
President or of any of his principal lieutenants, have I been
able to find the word “thrift.” Not once has the President
of the United States in 3% years exhorted his people to
frugality—not once.

Thrift as a virtue is not important in the New Deal; it
does not appear in their theory of government; nor is thrift
to be considered by the individual. We hear, rather, of
planned economy; and this bill is a part of the planned
economy, an expression coined by the President himself.
We hear also, Mr, Chairman, the phrase “disciplined democ-
racy”, coined by Dr. Tugwell The two go together. If
economy is planned there must be cbedience to it, and
obedience is obtained only through the imposition of dis-
cipline—a disciplined democracy. It is a philosophy, Mr,
Chairman, which underlies and has underlain a long succes-
sion of measures that have been presented to the House
and to the Senate since March 4, 1933. And this measure
is in line with those which have preceded it, the disciplining
of the management of business, the penalizing of thrift ex-
ercised by a corporation. Thrift counts for nothing in this
program and discipline counts for everything. That is the
road we are traveling. We have been traveling it steadily,
step by step, sometimes without our realizing it, for 3 years.
It represents a philosophy of government. It may be the
human race has reached a stage where it needs disciplining
by its government; that every individual in the land has
reached a point in his development where he would be
happier and more contented and more secure if government
planned how he should earn his living.

But let us not mistake the tendency or the road; this is
what we are doing, step by step. True, the Supreme Court
has suspended, for the time being at least—and the Lord
knows how long it will last—two of the major efforts-toward
the disciplining of democracy, of a planned economy of life,
in the N. R. A. decision and the famous A. A. A. decision.
For the time being these two things are out of the window;
but you and I know the effort has not ceased; that this
very day efforts are being made to try to find some way of
getting around those decisions. We have tried it in one
respect with the Soil Conservation Act.

This is another way of disciplining agriculture. Obedience
in this case is to be purchased. The element of force does
not appear in the Conservation Act as it appeared in the
Potato Act, the Tobacco Control Act, and the Bankhead
Cotton Control Act, in all three of which appeared the club
of the policeman raised over the individual farmer lest he
disobey. In N. R. A. the same element of force was
present. These two things are suspended for the moment,
but you remember the very evident disappointment of the
leader of this movement when the N. R. A. decision was
handed down. A protest against that decision came from
the White House,

Mr. VINSON of Eentucky. Mr. Chairman, will the gentle-
man yield?

Mr. WADSWORTH. Mr. Chairman, I decline to yield for
the moment. The country was reminded through a long
interview with the newspaper press that the Government of
the United States, despite its constitutional form and its be-
ing a Federal Union of States, should enjoy the same power
over those things as the governments of Europe today enjoy
them. Make your comparisons, my friends, make your com-
parisons.

Mr. Chairman, this attempt to compel business corpora-
tions, great or small, to stop accumulating surplus for a
rainy day is a part of this movement.

We are now employing the power to tax in order to
achieve the objective. Men who have spoken upon this floor
before me, Mr. Chairman, have brought this out at least in
part. It is the road we are traveling, and it should attract
the serious thought and deep concern of every man who
loves American institutions, for if we travel this road to its
logical goal we shall no longer be a Federal Union of States;
we shall be an empire with all power centered at Washing-
ton, put into the hands of a vast bureaucracy, who, with the
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stroke of a pen, can tell me how many acres I shall plant,
and tell you how many dollars you may save. [Applause.]

[Here the gavel fell.]

Mr. DOUGHTON. Mr. Chairman, I yield 5 minutes to the
gentleman from Kentucky [Mr. Vinsonl.

Mr. VINSCN of Kentucky. Mr. Chairman, the distin-
guished gentleman from New York [Mr. WapsworTH] refers
to two acts of the Federal Congress that were stricken down
by the Supreme Court of the United States, namely, the
N. R. A. and the A. A. A. He cites the two acts as being in
a chain or in a sequence of legislation looking toward a
disciplined people.

Mr. Chairman, I want to call his attention to the fact
that the N. R. A. was brought to the Ways and Means Com-
mittee by a distinguished constitutionalist. It was brought
physically in drafted form fo our committee by the Hon-
orable Lewis Douglas, then Director of the Budget, and now
one of the most active critics of New Deal legislation. The
members of the Ways and Means Committee had served
with Lewis Douglas and we knew his philosophy and his con-
servatism. He brought the bill to the Ways and Means
Committee. He was designated by the Secretary of the
Treasury as his spokesman and his representative. We
leaned heavily upon his words.

The gentleman from New York speaks of industry being
disciplined or hamstrung. May I say to my friend from New
York that following the testimony of Willlam Green, presi-
dent of the American Federation of Labor, a distinguished
leader of industry appeared before the Ways and Means
Committee advecating and pleading for the N. R. A. This
was Mr. Harriman, then president of the United States
Chamber of Commerce, and he begged and pled for the
National Industrial Recovery Act.

You will find in the printed hearings that not only did he
advocate its passage, to give industry an opportunity to
have fair return upon its capital, but he went so far as to
say that the Agricultural Adjustment Act then upon the
statute books should not be referred to as merely legisla-
tion for the farmer, but that the A. A. A. was a bill which
would benefit industry as well as the farmer. He stated
that in bringing increased purchasing power to the farmer
the bill in reality was one helping industry itself.

Mr. RICH., Will the gentleman yield?

Mr. VINSON of Kentucky. I yield to the gentleman from
Pennsylvania,

Mr. RICH. Lewis Douglas, in my judgment, was one of
the most honorable men I ever sat with in the House of
Representatives, but he probably could not take orders any
longer, and that is the reason he resigned as one of the
Budget officers. He was requested to do something he did
not believe in perhaps.

Mr. VINSON of Kentucky. As usual, the distinguished
gentleman from Pennsylvania pulls down the curtain be-
fore his intellectual processes. I referred to the fact that
Lewis Douglas brought the N. R. A. bill to the Ways and
Means Committee and advocated its passage. We had a
right to feel he did this in good faith.

Mr. RICH. He probably did that under orders.

Mr. VINSON of Kentucky. And I think Mr. Harriman
spoke in good faith when he represented the United States
Chamber of Commerce at that time. With industry and
labor united we reported favorably and passed the legisla-
tion urged by Lewis Douglas,

[Here the gavel fell.]l

Mr. DOUGHTON. Mr. Chairman, I yield 5 minutes to the
gentleman from Texas [Mr. BLANTON].

Mr. BLANTON. Mr. Chairman, under our two-party sys-
tem of government the minority is the balance wheel for
the majority. This has always been the case, where the
minority does its duty.

When the majority brings in a bill that is not sound, it
devolves upon the minority to rectify any errors it contains,
and to make it sound, and to make a good bill out of a bad
bill.

The distinguished gentleman from New York [Mr, Wabps-
worTH] is a leader of his party. He is a spokesman for
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his party., He has had distinguished service in both the
House and Senate. When he believes that the majority
has brought in a bad tax bill it devolves upon the shoulders
of himself and his party to make that tax bill good, if possi-
ble, and to have his complete minority army here on the
floor to help him do the fighting.

Of all the Members who should have remained silent
about not all of the 435 Members being present here this
afternoon to consider this bill, he should have been the one,
because when he gets up here as the mouthpiece of his
party, speaking for his party and talking about the small
number present, his party forces should be here to listen
to him and to back him up in what he does. He did not
count. He had just 14 stalwart Republicans here to back
him up—just 14—while he was speaking.

By actual count there were 14 of his party here to hear
his melodious voice, and he spoke 40 minutes, and not one
single constructive idea did he present to us. What has he
to offer? What does this distinguished statesman, who has
served in both the House and Senate, a distinguished mouth-
piece for the Republican Party, offer to perfect this tax bill?
I listened to him intently, but he proposed not an amendment.

If he has anything constructive to offer, the distinguished
gentleman from North Carolina [Mr. DoucrToN] would
welcome it, for he is one of the fairest men in the Nation,
besides being one of the most delightful colleagues in the
House. He will Listen intently and patiently to anything
constructive that the gentleman from New York may offer
that will correct any evil which he thinks may be in this
bill. Why did not the gentleman from New York tell us
how to correct it? I have been working much of the after-
noon on a very important conference that soon is coming
up on a very important appropriation bill, but I got here in
time to answer this, and I imagine that many other col-
leagues, both Democrats and Republicans, are in committee
rooms doing important work.

Mr. RICH. Mr. Chairman, will the gentleman yield?

Mr. BLANTON. I cannot yield.

Mr. RICH. Is the gentleman cutting down the appro-
priation bills?

Mr. BLANTON. I cannot yield. I am, however, doing
everything that one Member possibly can do to cut down
all appropriation bills and balance the Budget.

Mr. Chairman, levying and collecting taxes is the most
unpleasant duty that any statesman has to perform. No
one likes to levy taxes; no one likes to collect them. Un-
fortunately, the duty is on our party to levy and collect them.
The distinguished chairman of this committee, one of the
greatest committees of the House, and the members of his
committee have done their duty bravely, facing an election,
and knowing it is unpopular. They have stood up here like
men and have performed their duty, and yet they are
criticized for it. I take off my hat to them. [Applause.]

[Here the gavel fell.]

Mr. DOUGHTON. Mr, Chairman, I yield 10 minutes to
the gentleman from Florida [Mr. GrREEN].

Mr. GREEN. Mr. Chairman, I ask unanimous consent to
speak out of order.

The CHAIRMAN. The gentleman from Florida asks
Epa:;imous consent to speak out of order. Is there objec-
ion

Mr. RICH. Reserving the right to object, I hope it is not
political.

Mr. MARTIN of Massachusetts, Mr. Chairman, reserving
the right to object, what is the gentleman going to talk
about?

Mr. GREEN. I am going to speak about the tax bill
insofar as it pertains to the Florida canal.

Mr. MARTIN of Massachusetts. Is that in conformity
with the policy of the majority leader?

Mr. VINSON of Eentucky. Does not the gentleman be-
lieve that since we have heard a 30-minute lecture upon
government, the gentleman ought to have 5 minutes?

Mr. MARTIN of Massachusetts. The majority leader has
been objecting quite strenuously this afternoon and I do not
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know whether this is iIn harmony with his policy or not, and
I am trying to help him out.

Mr. BANKHEAD. Mr. Chairman, I am very grateful to
the gentleman for his voluntary proffer of assistance, as I
always am, but I may say to the gentleman that this is a
unanimous-consent request and if the gentleman from
Massachuseits or any other Member on his side or on my
side sees fit to do so, of course, all he has to do is to rise
and say, “I object.”

Mr. MICHENER. Reserving the right to object, as I
understand this rule—

Mr. RABAUT. Regular order, Mr, Chairman.

Mr. MICHENER. Then I submit a parliamentary inquiry
if the regular order is demanded.

As I understood the rule, the debate was to be confined to
the bill. If this is the rule I ask the Chair whether we may
change the rule of the House by unanimous consent of the
Committee, and I make the point of order that we cannot.

The CHAIRMAN (Mr. WarreN). The Chair, of course,
holds that the Committee cannot change the rule or the
agreement made in the House. The Chair has not been so
stringent about enforcing the rule, because the subject of
taxes opens up a very wide fleld, including appropriations
and other things.

Mr. GREEN. In that connection, Mr. Chairman, the
Florida canal will use funds that are raised as a resulf of
the passage of this hill.

The CHAIRMAN. The question is, Is there objection to
the request of the gentleman from Florida?

Mr. RICH. Mr. Chairman, reserving the right to object,
if this bill is for the Florida canal and that is the point the
gentleman wants to make, then I shall have to object, be-
cause I cannot see how we can put this bill through for the
Florida canal when the gentlemen on that side of the
House are talking about the soldiers’ bonus and the new
agricultural appropriation bill.

The CHAIRMAN. Objection is heard and the gentleman
from Florida will proceed in order.

Mr. GREEN. Mr. if the minority desires to
be that technical, although it has not been so in other cases,
I ask permission to speak out of order in order to be in ac-
cord with the rules of the House. I have observed that you
have not made the point against anyone else. However, if
the minority does not desire to hear anything discussed
about the Florida canal and if your party, as a party, is
against the canal, I shall speak at a future time.

Mr. MAPES. Mr. Chairman, a point of order.

The CHAIRMAN. The gentleman will state it.

Mr. MAPES, Mr. Chairman, I make the point of order
the gentleman is not discussing anything now, but is scold-
ing the House.

The CHAIRMAN. The gentleman from Florida will pro-
ceed.

Mr. GREEN. If that is the position of the minority——

Mr. MAPES. I make the point of order, Mr. Chairman.

The CHAIRMAN. The Chair thinks the gentleman is
prefacing the remarks he intends to make, and the Chair
overrules the point of order. The gentleman from Florida
will proceed in order.

Mr. GREEN. I wish to discuss the Florida canal and not
the tax bill. If the Republicans insist on the point of order
I will for the present defer and later discuss the canal.

Mr,. DOUGHTON. Mr. Chairman, I yield myself 5 minutes.

Mr, Chairman, I was surprised, in fact astounded, at a state-
ment made by the gentleman from Michigan [Mr. WorcoTT]
in regard to the position of the President of the United States
with respect to the enactment of the Federal Deposit Insur-
ance Act. The gentleman stated, while the gentleman from
Michigan [Mr. Wooprurr] had the floor, that “this act was
passed by the House against the wishes of the President of
the United States. It was not on the ‘must’ list.”

Then, later, the gentleman from Michigan [Mr. WoODRUFF]
stated that he had been informed that the F. D. I. C. was
passed over the violent protest of the President of the United
States.
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Of course, I am not a member of the Committee on Bank-
ing and Currency, but I had always understood that this act
was an administration measure, that it was favored by the
administration, and I have checked on the matter the best I
can. I have conferred with two members of the Committee
on Banking and Currency and they have both informed me
that it was an administration measure, that the President of
the United States was against the guaranty of bank deposits,
but was in favor of insurance of bank deposits.

I am informed that he was 100 percent in favor of it.
Beside the two persons I have spoken of, I called the White
House but was unable to get in touch with the President, but
I was assured by one familiar with the facts that the Presi-
dent was in favor of the legislation.

Now, my friends, if there is anything at all in the record
of this administration that stands out more conspicuously,
more clearly, as one of the great achievements of the admin-
istration, in contrast with the record of the previous admin-
istration, it is the record that this administration has made
with reference to the banks of the country. [Applause.]

We all know full well the first act of the President of the
United States when he assumed control of the affairs of
the Government was to take prompt steps to make the banks
safe for the depositors’ money.

Mr. MAPES. Will the gentleman yield?

Mr. DOUGHTON. I yield.

Mr. MAPES. Iam in a good deal the same position as the
gentleman in that I have not any direct information on
the subject; but my understanding has always been, and I
supposed it was generally understood to be the fact, that the
guarantee bank deposit amendment was offered to the legis-
lation in the Senate by the junior Senator from Michigan
[Mr, VanpEnserc]. I supposed that was a conceded matter
of history.

Mr. DOUGHTON. Strange, indeed, that the Senator from
Michigan, if he was so resourceful and so greatly interested
in bank matters, did not take some steps before the banks
fell into the condition that we found them. Why did not he
and the previous administration do something to prevent
the thousands of bank failures?

If there is any one outstanding achievement that towers
above another it is the work done by the administration
making the banks of this country safe and sound for
depositors.

Mr. MAPES. Will the gentleman yield?

Mr. DOUGHTON. I yield.

Mr. MAPES. Is not the gentleman from North Carolina
avoiding the issue somewhat? My recollection is that the
bill was passed by the House of Representatives as presented
by the administration without this amendment in it. The
amendment was put on in the Senate.

Mr. DOUGHTON. The gentleman knows that the Presi-
dent could have vetoed the bill. You cannot get by that
way; you cannot deprive this administration of credit for
the great work that has been done in banking reform.
[Applause.]

Mr. TREADWAY. Mr. Chairman, I yield 10 minutes to
the gentleman from Michigan [Mr. Worcorrl,

Mr. WOLCOTT. Mr. Chairman, I likewise did not think
there was any controversy concerning the attitude of the
President of the United Stafes in respect to the insurance
of bank deposits in the special session of the Seventy-third
Congress which convened on March 9, 1933, and continued,
I think, until the 15th of June 1933. It has been my pur-
pose, and it has been the purpose of every member of the
Banking and Currency Committee—and I am sorry there
are not others here to answer my remarks in this respect—
and the policy of every member of that committee has been
to refrain from comment upon anything which has tran-
spired in our committee in executive session. I want noth-
ing which I say today to be interpreted as divulging any
confidences of any of my fellow members on the Banking
and Currency Committee as to what transpired in execu-
tive session. I say on my own responsibility as a member




1936

of that committee that as late as June 12, 1933, the chair-
man of the Banking and Currency Committee of this House
was making an effort to bring out a bill fo insure bank
deposits, and I say in passing that this House and this
Congress and this Nation owes a debt of gratitude to the
tenacity and the fortitude of the chairman of the Banking
and Currency Committee, the gentleman from Alabama
{Mr. Steacarn], for bringing the deposit insurance on to
the floor and getting it passed. [Applause.]

The President in his inaugural address had suggested—
and I do not attempt to quote him, because I do not remem-
ber his exact language—that something along the line of
insurance of bank deposits was essential to the well being
of the country.

Mr. GREEN. Mr. Chairman, I rise to a point of order.
Is the gentleman discussing this bill or some other subject?

Mr. WOLCOTT. I am answering the chairman of the
committee.

The CHAIRMAN. The gentleman from Michigan will
proceed in order. <

Mr. WOLCOTT. Mr. Chairman, I ask unanimous consent
to proceed for the balance of my time out of order.

The CHAIRMAN. Does the gentleman make the point
of order?

Mr. GREEN. I make the point of order.

Mr. DOUGHTON. I hope the gentleman will withdraw
that.

Mr. GREEN. I withdraw the point of order.

Mr. WOLCOTT. I ask unanimous consent to proceed out
of order.

Mr. BANKHEAD. O Mr. Chairman, I cannot agree to
that.

Mr. MICHENER. And I cannot agree to that in view of
what took place before the gentleman from Michigan came
into the Chamber,

The CHAIRMAN. The gentleman from Michigan will
proceed in order.

Mr. WOLCOTT. Mr. Chairman, if the Members will re-
member, we had to meet a refunding operation in the Treas-
ury of something like $600,000,000 of securities coming due in
June 1933. A_very estimable gentleman was at that time
Secretary of the Treasury, Mr. Woodin.

Mr. Woodin made a trip to New York about the 1st of
April, as I recall it. From the date of the inaugural until
the time Mr. Woodin returned from New York in the fore
part of April, this House and our committee were very en-
thusiastic for the Steagall bill which would insure bank de-
posits. From that time on, although the committee was
giving it some consideration, this House was not given the
privilege of considering the insurance of bank deposits for
the reason that an ultimatum had been passed down by
Wall Street that if we passed a bill insuring bank deposits,
or divorcing investment affiliates from banks, the banks
would be in no financial position to help meet this refund-
ing operation of June 1933, and for that reason the insur-
ance of bank deposits remained a cold question until almost
the date of adjournment, in fact until the 12th of June
1933, which was a Monday, succeeding the date when every
one of us expected we would adjourn. It will be recalled
that we were in session on Saturday the 10th until after
11 o’clock at night, expecting to adjourn on that Saturday
night.

On the following Monday, the 12th, the gentleman from
Mississippi [Mr. Rankin] had this to say:

Mr. Speaker, more than 100 Members of the House have signed
an agreement to oppose any adjournment of Congress until the
bank guaranty deposits bill shall be brought before the House

and d of, I ask unanimous consent to insert that agree-
ment with the names in the RECORD.

There was no objection, and the agreement with the names
on the petition was published in the REcorp on page 5826,
under date of June 12, 1933.

Mr. VINSON of Kentucky., Mr, Chairman, will the gen-

tleman yield?
Mr. WOLCOTT. Yes.
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Mr. VINSON of Kentucky. If I recall, the F. D. I. C. was
passed in 1933.

Mr. WOLCOTT. Yes.

Mr. VINSON of Eentucky. In the Congress next preced-
ing the Seventy-third Congress; in other words, in the
Seventy-second Congress; before this present administra-
tion came into power, did not a bill pass the House of Rep-
resentatives and die in the Senate, securing deposits in
banks?

Mr. WOLCOTT. My memory is that the so-called Steagall
bill was passed in the House in the Seventy-second Congress
and died in the Senate.

Mr. DOUGHTON. Mr, Chairman, will the gentleman
yield?

Mr. WOLCOTT. Yes.

. ﬂ%r DOUGHTON. Was the President opposed to that

Mr. WOLCOTT. I cannot speak in that respect.

Mr. DOUGHTON. If he controls the House as it is said
he does and the House membership is just a rubber stamp,
then how was it that the bill passed the House against his
wishes?

Mr. WOLCOTT. I cannot speak for the President in that
respect, but I can speak from my own knowledge of what is
contained in the Recorp of the special session of the Sev-
enty-third Congress, that no interest whatsoever, from
about April 1, 1933, until the date of the passage of the bill
on the day of adjournment of that special session in 1933,
was manifested by anyone connected with the executive
establishment of this Government, to impel the passage of
that legislation. You will remember very distinctly that
at that time we were quite proud of the fact, at least, you
on the Democratic side were, that you were following along
with the President.

Mr. DOUGHTON. And we are proud of it yet.

Mr. WOLCOTT., The President of the United States
made no statement whatsoever following up the recommen-
dation that the banks should be a safe place in which to put
the people’s money, and it was through the tenacity of the
chairman of your Committee on Banking and Currency here
in the House and the junior Senator from Michigan in the
Senate that the bill was finally enacted into law and passed
by an overwhelming majority. The President saw what the
sentiment of the Nation was and did not veto the bill.

Mr. DOUGHTON. Where was the Senator from Michi-
gan when it got to the Senate? Why did he let it fail over
there?

Mr. WOLCOTT. He did not let it fail. He put it into law,
and the compromise was that we insure, not as we passed
the bill here, the first ten thousand, and 75 percent of the
next forty thousand, and 50 percent of the balance, but
that we insure deposits in full up to $2,500.

Mr. DOUGHTON. But you just said it failed over there.
It did fail.

The CHAIRMAN. The time of the gentleman from Mich-
igan has expired.

Mr. TREADWAY. Mr. Chairman, I yield the gentleman
from Michigan 5 additional minutes.

Mr. DOUGHTON. Mr. Chairman, will the gentleman yield
further?

Mr., WOLCOTT. Yes; I yield.

Mr. DOUGHTON. The gentleman is making a long state-
ment, and I hope that before he gets through he will state
on what authority he made the statement this afternoon
that this act was passed against the wishes and influence
of the President of the United States?

Mr. WOLCOTT. Yes, I say it; and I say it on my own
responsibility, without divulging any confidences with re-
gard to what transpired in executive sessions of the Commit-
tee on Banking and Currency.

Mr. DOUGHTON. Did the gentleman talk with the
President?

Mr. WOLCOTT. No; I did not.

Mr. DOUGHTON. Where does the gentleman get his in-
formation?
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Mr. WOLCOTT. I know you have leaders who do speak
for the President, and they spoke most decisively in the Com-
mittee on Banking and Currency, and told us that if we
passed any deposit insurance bill or bill to divorce invest-
ment affiliates from banking, Wall Street would not take
the Government obligations attending the refunding opera-
tions of June 1933. That seemed to be sufficient for you
other leaders on your side of the House to let the matter
remain dormant until, because of a filibuster in the Senate,
we were kept in session until the 15th, when we expected
to adjourn on the 10th, and an opportunity was thereby
given to pass the bill.

Mr. GREEN. Mr. Chairman, a point of order.

The CHAIRMAN. The gentleman will state it.

Mr, WOLCOTT. 1 yield back the balance of my time.

Mr. GREEN. My point of order was that the gentleman
from Michigan was not proceeding in order. He is not dis-
cussing the bill.

The CHAIRMAN. The gentleman has already yielded the
floor and so the point of order is not in order. The time
of the gentleman has expired.

Mr. TREADWAY. Mr. Chairman, I yield 3 minutes to the
gentleman from Michigan [Mr. Man].

Mr, MAIN. Mr, Chairman, I should like to ask the chair-
man of the Committee on Ways and Means a question. The
gentleman from Florida a few moments ago, in contending
that his proposed remarks were in order, made the point
that this bill is intended, in part, to provide funds for the
Florida ship canal. Does the chairman of the Ways and
Means Committee of this House concur in that statement?

Mr. DOUGHTON. I do not concur in that particular
statement. The purpose of this bill is to provide funds for
the Treasury of the United States for the general expenses
of the Government. It is not earmarked for any purpose.

Part of the revenue might be used for that purpose, but the
revenues provided by this bill are for the benefit of the Treas-
ury of the United States. I think the gentleman under-
stands that.

The CHAIRMAN. The time of the gentleman from Mich-
igan has expired.

Mr. DOUGHTON. Mr. Chairman, I move that the com-
mittee do now rise,

The CHAIRMAN. Let the Chair state that there now re-
mains 5 hours and 36 minutes of general debate. The gen-
tleman from North Carolina [Mr, DouvceETON] controls 3
hours and 14 minutes, and the gentleman from Massachu-
setts [Mr. TrReapwAY] controls 2 hours and 22 minutes.

Mr. DOUGHTON. Mr. Chairman, I move that the Com-
mittee do now rise.

The motion was agreed to.

Accordingly the Committee rose; and the Speaker having
resumed the chair, Mr. WarreN, Chairman of the Commit-
tee of the Whole House on the state of the Union, reported
that that Committee, having had under consideration the
bill H. R. 12395, the revenue bill of 1936, directed him to
report that it had come to no resolution thereon.

MESSAGE FROM THE SENATE

A message from the Senate, by Mr. Crockett, its Chief
Clerk, announced that the Senate had passed, with amend-
ments, in which the concurrence of the House is requested,
a bill of the House of the following title:

H.R.11581. An act making appropriations for the govern-
ment of the District of Columbia and other activities charge-
able in whole or in part against the revenues of such District
for the fiscal year ending June 30, 1937, and for other
purposes.

The message also announced that the Senate insists upon
its amendments to the foregoing bill, requests a conference
with the House thereon, and appoints Mr. TromMAs of Okla-
homa, Mr. Guass, Mr. Coreranp, Mr. Kmneg, Mr. NyE, and
Mr. KevEes to be the conferees on the part of the Senate.

The message also announced that the Senate agrees to the
amendments of the House to bills of the Senate of the fol-
lowing titles:
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S.788. An act for the relief of the International Mercan-
tile Marine Co.;

S5.7980. An act for the relief of the Compagnie Generale
Transatlantique; and

$5.1138. An act for the relief of Art Metal Construction
Co. with respect to the maintenance of suit against the
United States for the recovery of any income or profits taxes
paid to the United States for the calendar year 1918 in
excess of the amount of taxes lawfully due for such period.

The message also announced that the Senate agrees to the
report of the committee of conference on the disagreeing
votes of the two Houses on the amendments of the Senate
to the bill (H. R. 11035) entitled “An act making appropri-
ations for the military and nonmilitary activities of the War
Department for the fiscal year ending June 30, 1937, and
for other purposes.”

The message also announced that the Senate insists upon
its amendments to the bill (H. R. 12098) entifled “An act
making appropriations for the Departments of State and
Justice and for the judiciary, and for the Departments of
Commerce and Labor, for the fiscal year ending June 30,
1937, and for other purposes”, disagreed to by the House;
agrees fo the conference asked by the House on the disagree-
ing votes of the two Houses thereon, and appoints Mr,
McEKELLAR, Mr. RusserLL, Mr. Prrrman, Mr. HaLg, and Mr,
NyE to be the conferees on the part of the Senate.

RESIGNATION FROM COMMITTEES

The SPEAKER laid before the House the following com-
munication:
Hon. Josere W, ByYmNs,
Speaker, House of Representatives, Washington, D. C.
Dear Mz. SpeaxeEr: I hereby resign as a member of the follow-
ing committees, effective this date: Census, Invalid Pensions,

Respectfully yours,

JoserH L. PrEIFER,
Third District, New York.

The SPEAKER. Without objection, the resignation will
be accepted.

There was no objection.

The SPEAKER. The Chair appoints as members of the
committee to attend the funeral of the late Joax T. Buck-
BEE, the following Members of the House of Representatives:
Mr, Reep of Illinois, Mr. THoMPSON, Mr. ALLEN, Mr. ADAIR.

THREE HUNDREDTH ANNIVERSARY, FIRST PERMANENT SETTLEMENT
IN DELAWARE RIVER VALLEY

Mr. STEWART. Mr. Speaker, I ask unanimous consent
for the immediate consideration of House Joint Resolution
499, authorizing and requesting the President to extend to
the Government of Sweden and individuals an invitation
to join the Government and people of the United States
in the observance of the three hundredth anniversary of
the first permanent settlement in the Delaware River Valley,
and for other purposes.

The Clerk read the title of the joint resolution.

The SPEAKER. Is there objection to the consideration
of the resolution?

There was no objection.

The Clerk read the resolution, as follows:

‘Whereas there is to be held at Wilmington, Del., and Philadelphia,
Pa., and at several places In other Btates, during the year 1938,
celebrations commemorating the three hundredth anniversary of
the first permanent settlement in the Delaware Rlver Valley, said
settlement being also the first settlement of the colony of New
Sweden, which embraced parts of the present States of Delaware,
Pennsylvania, and New Jersey; and

Whereas, in accordance with a resolution of the General Assembly
of the State of Delaware, approved March 20, 1935, the Governor of
sald State has appointed a commission of 11 members, designated
as the Delaware Swedish Tercentenary Commission, with authority
“to prepare plans for a fitting celebration by the State of Delaware
on the occasion of the three hundredth anniversary in 1938 of the
tou::;llang ﬁr{;{. the first permment. set'Eement a:::d ti::n ea:rnbll)iﬂzment

upon e AWare

o . ana’to cooperate with other commissions or committees

the city of Wilmington; historical, patriotie, and other

socleties of the State of Delaware and other States; the govern-

ments of other States; and the National Governments of the United
States and Sweden"; and
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Whereas at its annual meeting held in Harrisburg, Pa., on Janu-
ary 17, 1935, the Pennsylvania Federation of Historical Societies
(embracing 73 constituent historical societies) adopted the follow-
ing resolution:

“Whereas plans are in preparation to celebrate the tercentenary
of the landing of the Swedes on the Delaware and the establish-
ment of the first permanent white settlement, and the first gov-
ernment in Pennsylvania, in 1638: Now, therefore, be it

“Resolved, That this federation pledge its hearty endorsement to
such commemoration; and

“Resolved jurther, That the President be authorized to appoint
such committee or committees to represent this federation as may
be necessary and to cooperate with similar New Jersey, Delaware,
Swedish, or other committees.”

Therefore be it

Resolved, etc., That when, in the opinion of the President of the
United States, it shall be appropriate for him to do so, the Presi-
dent be, and he is hereby, authorized and requested to extend to
the Government of Sweden and such individuals as the President
may determine an invitation to unite with the Government and
people of the United States in a fitting and appropriate observance
of the three hundredth anniversary of the first permanent settle-
ment of Swedish colonists in Delaware, ivania, and New
Jersey.

Bzg. 2. There is hereby established a commission to be known as
the United States Delaware Valley Tercentenary Commission (here-
inafter referred to as the “Commission") to be composed of 15
commissioners, as follows: Five persons to be appointed by the
President of the United States, five Members of the Senate to be
appointed by the President of the Senate, and five Members of the
House of Representatives to be appointed by the Speaker of the
House of Representatives. The Commission, on behalf of the United
States, shall cooperate with representatives of the States of Dela-
ware and Pennsylvania in the appropriate observance of such anni-
versary, and shall extend appropriate courtesies to such representa-
tives of the Government of Sweden, and other persons, as may re-
spond to the invitation of the President extended as hereinbefore
provided. The members of the Commission shall serve without
compensation and shall select a chairman from among their number.

Sec. 3. There is hereby authorized to be appropriated, out of any
money in the Treasury not otherwise appropriated, the sum of
$10,000 to be expended by the Commission for expenses, including
actual and necessary traveling and subsistence expenses incurred
while discharging its functions under this resolution.

The resolution was ordered to be engrossed and read a

third time, was read the third time, and passed, and a
motion to reconsider was laid on the table.

APPOINTMENT TO COMMITTEE

Mr. DOUGHTON. Mr. Chairman, I offer a privileged
resolution.
The Clerk read as follows:
House Resolution 487

Resolved, That Joserr L. PrerFer, of New York, be, and he is
hereby, elected a member of the standing Committee of the House
of Representatives on Forelgn Affairs.

The resolution was agreed to.
ADJOURNMENT OVER

Mr. DOUGHTON. Mr. Speaker, I ask unanimous consent
that when the House adjourns today it adjourn to meet at
11 o’clock on Monday next,

The SPEAKER. Is there objection to the request of the
gentleman from North Carolina?

There was no objection.

DISTRICT OF COLUMEIA APPROPRIATION BILL, 1937

Mr. BLANTON. Mr. Speaker, I ask unanimous consent to
take from the Speaker’s table the bill (H. R. 11581) making
appropriations for the government of the District of Colum-
bia and other activities chargeable in whole or in part
against the revenues of such District for the fiscal year end-
ing June 30, 1937, and for other purposes, with Senate
amendments, disagree to all the Senate amendments and
agree to the conference asked by the Senate, and for the
appointment of conferees.

The SPEAKER. The gentleman from Texas asks unani-
mous consent to take from the Speaker’s table the bill (H. R.
11581), the District of Columbia appropriation bill, 1937,
which the Clerk will report, disagree to the Senate amend-
ments, and agree to the conference asked by the Senate.

The Clerk read the title of the bill.

The SPEAKER. Is there objection?

Mr. MARTIN of Massachusetts. Mr. Speaker, reserving
the right to cbject, will the gentleman tell us how many
amendments the Senate has placed on the bill?
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Mr. BLANTON. The gentleman will remember thaf the
House gave 3 full days to the consideration of this bill. The
Senate committee put 87 amendments on it, all of which
without reading passed the Senate yesterday without a word
of discussion in 10 minutes. And cne of the Senate amend-
ments requires a contribution of $5,700,000 to be made by the
taxpayers of Massachusetts, Oklahoma, New York, Texas, and
the other States, on the local civic expenses of Washington
people.

Mr. RICH. Mr. Speaker, will the gentleman yield?

Mr. BLANTON. I yield.

Mr. RICH. Will the conferees give more than 10 minutes’
time and attention to the bill before they bring a report
back to the House?

Mr. BLANTON. The conferees devoted many days to
holding hearings, and used 3 days of the House to the con-
sideration of the bill here on the floor. I think that is the
answer.

The SPEAKER. Is there objection to the request of the
gentleman from Texas. [After a pause.] The Chair hears
none and appoints the following conferees: Messrs. CANNON
of Missouri, BLaNTON, JACOBSEN, JoHNsoN of West Virginia,
and DITTER.

THE FLORIDA CANAL

Mr. GREEN. Mr, Speaker, I ask unanimous consent to
proceed for 1 minute.

The SPEAKER. Is there objection to the request of the
gentleman from Florida?

There was no objection.

Mr. GREEN. Mr. Speaker and my colleagues, showing at
Keith’s Theater, in the city of Washington, this week is a
picture styled “March of Time.” A portion of this picture
was probably planned as propaganda adverse to the canal
across Florida. In some respects, however, the publicity
given through this medium is a benefit to the Florida canal,
and to the American people. It is beneficial in that it shows
to the American people the magnitude of the project, its
great importance, and its present vast benefits as a sound
and justifiable unemployment-relief project. It shows huge
machines which were manufactured in various parts of the
country and the work giving direct employment to over
6,000 people at the place of construction, and giving indirect
employment to a large additional number in all parts of the
country.

An unusual feature of the picture is that occupied by a
distinguished Republican presidential candidate from Michi-
gan. It shows this Republican candidate enthused over the
temporary victory in the other legislative branch when an
amendment to appropriate funds for the canal was lost by
one vote. That one could be so sectional and so partisan
as to be proud over the temporary defeat of a project of
undoubted permanent merit and of substantial benefit to the
entire country is difficult for me to understand. The block-
ing of action in the matter will be temporary. Right will
prevail. The American people will not permit the permanent
defeat of a project of so great permanent improvement
value to all sections of the country as is the Florida canal.

The picture is misleading in that it purported to show a
general opposition to the project on the part of Florida
celery growers, general vegetable growers, and fruit growers.
This part of the picture is exaggerated and is misleading.
It is not founded upon any real existing sentiment among
the Florida vegetable and fruit growers. This purpose of
the picture is to show opposition on the part of the fruit
and vegetable growers for the allegzed contention that the
salt water of the proposed canal would damage Florida’s
underground fresh-water supply and thus destroy fruit and
vegetable life. This contention is without competent en-
gineering fact. Gen. E, M. Markham, Chief of United
States Board of Army Engineers, recently said:

In my opinion, a sufficiency of information with respect to
underground water supply has been gathered to make a deter-
mination of the effect of the canal on such supply. This Depart-
ment, in its investigations of the canal, has utilized the services
of geologists and water engineers. A speclal board of

review, formed pursuant to instructions from the President, also
had the services of a competent water engineer. The preliminary
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data gathered by the Department Indicated that there was some
possibility of adverse effects on the underground water supply.
The more detailed information which is now avallable clearly in-
dicates that the adverse effects are largely local and not of a
gerious nature. When the project was placed under way as a part
of the relief p I had the district at Ocala, Fla.,
assemble a board of selected experts to consider the data gathered
by the two boards, the State geological department, and the Geo-
logical Survey, and to undertake additional and exhaustive field
investigations. These experts have recently submitted their in-
terim report, which definitely concludes that the effects of the
sea-level canal on the underground water supply will not be
serious but local in nature and capable of control with reason-
able expenditures for remedial works. The authentic information
available permits the conclusion that the sea-level canal will not
contaminate the underground water supply of adjacent areas.

I quote General Markham because his authority is the
highest engineering authority in our country. Other eminent
engineers, among them Hon. H. H. Buckman, consulting en-
gineer for the Florida Ship Canal Authority, concur in the
conclusion that no serious damage will occur to Florida's
underground water system and vegetable life. Fruit and
vegetable growers in Florida generally are not fearful of ad-
verse effects. I include a letter just received from Mr. James
J. Taylor, of Ocala, Fla. He owns 25,000 acres of celery and
citrus lands. Much of his land is now being cultivated as
celery fields and orange groves. His letter follows:

ApzIL 20, 1936.
Hon. R. A. GreEN, M. C,,
House Office Building, Washington, D. C.

DEAR REPRESENTATIVE GREEN: Being the owner of 25,000 acres of
land in Marion County near the proposed Trans-Florida Ship
Canal, as well as one of the largest celery growers In Florida, with
about 250 acres planted to this crop, and a large grower of citrus
fruits and general farm products, I have naturally been very much
mtereatedlnthecontmversyastotheeﬂectotdlggingthtscanal
on farming, especially on the two above-named crops, celery and
citrus fruits; also on our fresh-water supply.

After going over the reports of the eminent geologists and engi-
neers who have made a careful study of the effects of this canal
on farming and fruit growing, as well as the fresh water supply.
I have reached the conclusion that the construction of this Gulf-
Atlantic Ship Canal will not damage our and fresh water
supply, but will be of great benefit to the whole State of Florida.

May I, therefore, respectfully urge you to continue your efforts
to have the canal completed by the United States Army Engineers.
‘We have every reason to believe we may trust them.

With personal regards, I am,

Yours very truly,
James J. TAYLOR.

One W. E. Ellis, president of the Commercial Bank &
Trust Co., of Ocala, Fla., has recently written me that, in
his opinion, no serious damage will occur to Florida under-
ground water supply nor to Florida fruit and vegetable indus-
tries. He is one of the largest property owners in the canal
area of Florida, and urges completion of the project.

Ray & Davidson are owners of a large tract of land, in-
cluding Silver Springs, adjacent to the city of Ocala, Fla.
This is probably the largest spring in the world. From it
flows an adequate supply of sparkling and pure water suffi-
cient to take care of the needs of every citizen in the United
States. It is undoubtedly the most gorgeous and beautiful
spring in the world. All forms of Florida plant life and
fresh-water fish and animal life are to be found there in
unparalleled beauty and abundance. People from all over
the world go to Florida especially to see this greal display
of subterranean beauty.

The investment of Ray & Davidson at Silver Springs is
worth hundreds of thousands of dollars. These owners would
be the last ones to advocate completion of the Florida canal
if damage to Florida would accrue therefrom. Mr, W. C.
Ray, of Ray & Davidson, has just written me as follows:

Armmr 16, 1936.
Hon. R. A. GreeN, M. C,,
House Office Buading Washington, D.

Dear CongeESSMAN GreeEN: With large mmtments at stake
should there be damage to the fresh-water supply or a material
lowering of the water level by reason of the construction of the
Gulf-Atlantic ship canal, we have considered the effects of digging
this waterway.

We are convinced, after talking with the United States Army
Engineers on the job and after the conclusions of such
eminent authorities as Sidney Paige, senior geologist, United States
Army Engineers, Ocala, Fla., that there will be no material damage
to agriculture, horticulture, or lowering of the water level that
would permit damage to the fresh-water supply, even in our im-
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mediate proximity to the canal, much less to those parts of the
State remotely removed from the excavations.

We, therefore, advocate the completion of the canal and believe
that shipping safety, shortened distance, and lowered freight rates
will benefit the entire State of Florida and the whole United States.

May we respectfully request your support in having this canal
completed?

With personal regards, we are,

Sincerely yours,
Ray & Davipson,
+OTs.
By W. C. Raim

I have received a large number of other communications
disproving the fallacy that damage to Florida’s water supply
would result from the completion of the canal, but I shall
not take your time to enumerate them.

In answer o an inquiry relative to the nature and extent
of available traffic to warrant the ultimate expenditure of
approximately $140,000,000, General Markham recently said:

The special board of engineers had avallable data complied by
the Department of Commerce. In addition, they made a detailed
study to determine the economic benefits to transportation which
would result from the construction of the canal. While this in-
formation and data have not been reviewed in detall by the Board
of Engineers for Rivers and Harbors, it is most complete and ade-
quate for a full determination of the estimated value of the benefits
to navigation which will result from its construction.

In commenting further relative to the economic justifica-
tion of the project, General Markham continued:

The special board of Army Engineers made an extensive economic
survey, and was alded in the preparation of its report by an inde-
pendent survey undertaken by the Department of Commerce at the
request of the Chief of Engineers. The determinations of the
special board to shipping concerns, so that it might be Informed
as to their opinions with respect to the effect of the project on
the individual interests of the companies concerned. In determin-
ing the economic justification of a proposed river and harbor im=-
provement, the investigating officers ascertain the definite savings
in time and distance which will be made available to navigation
without increased hazards as a result of the l.mprovement in ques-
tion. These savings in time and distance converted into monetary
savings and such other incidental benefits as clearly accrue to
water-borne commerce and the general public interest, such as a
reduction in the bazards of navigation, form the basis for the de-
termination of the economic justification of a project. The views
of navigation and commercial interests as to the effect which the
proposed improvement may have on their operations are an aid
to the board ih weighing the public value of the savings and
benefits as determined by the board.

Attention is invited to a recapitulation of the record as
regards the findings of the several examining agencies with
regard to cost and economic justification. In the first place,
it should be borne in mind that the engineers of the Public
Works Administration and the special board of survey of the
Corps of Engineers developed their cost estimates from plans
and specifications for a lock canal which varied in many
important details. For instance, the engineers of the Public
Works Administration planned a canal with two locks while
the special board of survey considered a canal with three
locks. Other important differences in plan and specifications
make the estimates of total costs of these two examining
agencies incommensurate. Again, the board of review de-
veloped its cost estimate from plans and specifications for a
sea-level canal. As these board of review plans and specifica-
tions and cost estimate of $142,700,000 have been approved by
the Chief of Engineers, these elements of the project may be
considered as definitely defermined. It remains to consider
the benefits found by the examining agencies and to apply
these benefits to the cost of the project. The method for
determining the economic justification of a river and harbor
project established and Iollowed by the Corps of Engineers is
as follows:

The direct benefits to commerce.are determined as accu-
rately as possible in terms of dollars and cents per year.
From these direct benefits are deducted the annual cost of
maintenance and operation of the improvement, and, in the
case of a certain class of structures which are subject to
depreciation, an additional annual amount is deducted to
amortize such structures over a reasonable period of time.
The net remainder of benefits, when capitalized at 3 percent,
should exceed the estimated cost of the project if it is eco-
nomically justified. Sometimes, when the whole project is
subject to depreciation, the net annual benefits are capital-
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ized at 4 percent in lieu of charging amortization. In the case
of the canal under discussion, the only structures which are
subject to depreciation are two small water-control works
and certain bridges, the cost of which is less than 212 percent
of the total cost of the project.

On the basis of the methods customarily used by the Board
of Engineers for Rivers and Harbors to determine the eco-
nomic justification of a project the Florida ship canal is
justified by wide margin. These methods are analogous to
those used in commercial practice for work of a similar
character.

Not only would the benefits to shipping exceed by a wide
margin maintenance and operating costs and interest at the
current rates as required by the Board of Engineers, but in
approximately 32 years they would, in addition, more than
amortize the original cost of the work plus interest during
construction.

The return from tolls considered by the board of review
is no longer an issue as the route is being opened as a free
canal, as are other waterways of the United States.

It has been estimated by competent engineering authori-
ties and by the Federal Department of Commerce officials
that this canal when completed will save about $8,000,000
per year on the operating cost of ships which will use this
canal; also, that it will save to consumers more than $30,-
000,000 per year in transportation-cost saving. It is esti-
mated that 10,000 ships per year will transit it and that in
these ships one and one-half times as much tonnage will be
carried as now passes through the Panama Canal. Through
the completion of the canal the storm hazard around the
south end of the peninsula of Florida will be eliminated. As
a national defense asset to our Nation the cost of construc-
tion of this canal is well justified.

Ancther thing of prime importance in this matter and one
in which my colleagues should be interested is the obligation
owed to the people of Florida. The State of Florida agreed
with the Federal Government to deliver the right-of-way for
the canal. On October 22, 1935, the counties in the canal
zone of Florida voted a bond for a million and a half dollars,
have sold the bonds, and have bought a large portion of the
right-of-way, which has already been delivered to the Gov-
ernment., The citizens of Florida have performed their part
of this obligation and the Government is morally bound to
keep faith with the people of Florida and complete the project.

The President was given full authority and direction to
begin the project through the passage of the W. P. A. bill last
session of Congress. Acting under this full authority given
him by Congress, he began the project and has allocated
about 5% million dollars for it. Recently, in the other
legislative branch of our Government, on a point of order
it was ruled that the project was properly authorized.
I do not believe any parliamentarian or attorney in the House
of Representatives will question the authorization of the
project.

But getting back to the actual benefits which are now
accruing to the American people as a result of work now going
on on the canal, I include the following letter just received
from Mr. J. W. Hill, a prominent citizen of Marion County,
Fla., as follows:

Ocara, Fra., April 20, 1936.
The Honorable R. A. (Lex) GREEN,
Member of Congress from Florida.

My Dear ConNGrEsSsMAN GrEEN: WIill you please give me enough
of your valuable time to read the following?

First. I want to tell you who I am and what line of business I am
in. I am a small broke businessman operating a foundry and
machine shop.

Second. To my understanding, it is the aim of the President and
his administration to put men to work, therefore I would like to call
your attention to the fact that prior to September 3, 1935, there
had been millions of dollars alletted to Florida for the relief-work
projects. The workingman barely received enough to buy bread
from the dollars that were sent to Florida for relief, which goes to
show that very little benefit was derived by the people that really
needed help or to the business enterprises, which is the backbone
of this counfry.

Third. I see in the newspapers that President Roosevelt has taken
a stand against heavy projects. The billion and a half dollars he
is asking Congress for must be spent on jobs that are quick in order
to put men to work. Just allow me to quote you a few figures on
what the Florida canal did toward putting more men to work.
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Prior to September 3, 1935, I was working two men, not including
myself, in my shop. Less than 3 weeks after the canal was an-
nounced I had 10 men working, and they are still working today.
Not only my business but every place of business in Ocala has had
the same increase. For every man that was given a job directly on
the canal there were two men given jobs in private businesses.
When it is all figured out that the canal has helped each business
in general it is as follows: There has been $5,400,000 allotted to the
Florida Canal and today there is over 7,000,000 worth of machinery
or equipment that private contractors are now using on this canal.
This equipment was manufactured in the East, North, West, and
Central States. It gave employment to thousands of men, There
are more than 300 trucks and cars now in use on the canal job, and
most of them were manufactured in the Honorable Mr. VANDEN-
BERG’'S home State. Even his own people were greatly benefited by
the project he is so cleverly fighting. The railroad companies
alone have received more than $100,000 in freight for the hauling
of this machinery for the contractors of this job. The express
companies, the air lines, and every line of business in existence are
receiving benefits from projects of this kind. There has been
more than 5,000,000 feet of lumber used in connection with the
canal projects. This lumber came from mills in Alabama, Georgia,
and Florida, thereby giving employment to thousands of men.

You men that represent the people of Florida and the people of
the United States can do more in putting men to work, not directly
but indirectly, with $25,000,000 for the Florida canal than with
$100,000,000 for such projects that have been approved in the past.
Remember that it is this kind of projects that enable privately
owned businesses to employ more men.

Let me hear from you.

Very truly yours,
J. W. HiLL.

You will note from Mr. Hill’s letter a brief statement of
a portion of the benefits which this project is now carrying
to practically every State in the Union. After it is com-
pleted every State in the Union will share for all generations
to come great benefits. The same opposition which opposed
the Panama Canal without ultimate success is opposing the
completion of the Florida canal. This effort of the special
interests will meet defeat in this case as in the Panama
Canal, because the Florida canal will be completed. It is
my intention to at a later date discuss this project in more
detail and to give you further information and facts con-
cerning the project. In the meantime, I urge each of my
colleagues to make a thorough and careful study of this
great project and the benefits which it will carry to our
American people, and to cooperate for its completion as the
project carrying the most lasting improvement of the present
administration.

Mr. Speaker, I ask unanimous consent to revise and ex-
tend my remarks, and to include therein three short letters
and certain excerpts from a statement prepared by myself
and Hon. H, H. Buckman on the Florida canal.

The SPEAKER. Is there objection to the request of the
gentleman from Florida?

Mr. RICH. Mr. Speaker, reserving the right to object,
how much of the Recorp will these excerpts take?

Mr. GREEN. The matter is not very long; I would say
it would take maybe a page or so.

Mr, RICH. Not over a page?

Mr. GREEN. I would not say that, it may be more than
that, but it will not be very long.

Mr. RICH. But it will not be more than two pages?

Mr, GREEN. I cannot say.

Mr, RICH. If it is more than two pages, I object, and the
gentleman will have an opportunity to find out how much
space it will take.

The SPEAEKER. Objection is heard.

Mr. GREEN. Then, Mr. Speaker, I modify my request,
and ask unanimous consent to include just the letters.

The SPEAKER. Is there objection to the request of the
gentleman from Florida to include the letters referred to in
his extension of remarks?

There was no objection.

[Here the gavel fell.]

Mr. GREEN, Mr. Speaker, I ask unanimous consent to
proceed for one-half minute.

The SPEAKER. Is there objection to the request of the
gentleman from Florida?

There was no objection.

Mr. GREEN. Mr. Speaker, I am very much disappointed
that my Republican colleagues take such an unusual attitude
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that they do not want a man even to express himself on a
subject on the floor of this House. This is very unusual
procedure. If they feel this is proper courtesy to a Member
on the Democratic side of the aisle, in the future we can—
no; I will not say “we”, but I—I shall be forced to object to
requests made by you gentlemen on the Republican side.

It seems to me only a courtesy to permit the Members
to express themselves on a particular subject, whether the
gentleman from Michigan may agree or not.

[Here the gavel fell.]

PERMISSION TO ADDRESS THE HOUSE

Mr. MAPES. Mr. Speaker, I ask unanimous consent to
proceed for 1 minute.

The SPEAKER. Is there objection to the request of the
gentleman from Michigan?

Mr. GREEN. Mr. Speaker, reserving the right to object,
is the gentleman going to discuss the Florida canal?

Mr. MAPES. I am going to try to answer the gentleman’s
statement, if I can.

Mr. GREEN. Mr. Speaker, I object.

LEAVE OF ABSENCE

By unanimous consent, leave of absence was granted as
follows:

To Mr. Davy, for 2 days, on account of important official
business.

To Mr. TrUrsTON, for 10 days, on account of important
business.

To Mr. Lee of Oklahoma, for a few days, on account of
important business.

To Mr. RicaarpsoN (at the request of Mr. WarTeERr), for 5
days, on account of important official business.

THE MENACE OF FOREIGN IMPORTS

Mrs. ROGERS of Massachusetts. Mr, Speaker, I ask
unanimous consent to extend my remarks in the Recorp and
to include therein a radio address whic_l:n I made on Friday,

April 17.
The SPEAKER. Is there objection to the request of the

gentlewoman from Massachusetts?

There was no objection.

Mrs. ROGERS of Massachusetts. Mr. Speaker, under leave
granted to extend my remarks in the CoNGRESSIONAL RECORD,
I include the following radio address I made over a National
Broadrasting Co. network, Friday, April 17, 1936:

Two of America's great industries are seriously menaced by com-
petition from abroad. I speak of the threat to our cotton-textile
industry through the enormous imports of Japanese low-cost
cotton goods and the tannery and leather industry menaced by
insufficient tariff protection.

The manufacturers know how serious it is—the workers know it
through the bitter experience of lessening demand for their labor,
So enormous is the cotton-textile industry that one cannot readily
grasp the effect of any harmful influence upon it. It is not a
local question, nor a sectional one, it affects not alone the spinner
at his loom or the bleacher at his vat; it is of vital imj
to the lowliest cotton picker in the fields of the South, and every
one of the thousands in that section of the country whose liveli-
hood depends upon the rise and fall in the price of cotton.

It is a foregone conclusion that our mills cannot compete with
those of Japan in production costs. Our workers here could not
exist on the 24 cents a day paid to cotton spinners there. The
only protection we have against these low-cost products is tariff,
and the present one has proved insufficient to equalize competi-
tion. Bleached cotton cloth is literally pouring into this country
from Japan. The figures for the year 1935 show that the volume
was b times greater than 1934, 117 times more than 1933, and
584 times greater than in 19832. Think of what that means in
hours of labor lost to our workers—millions of square yards of
cloth brought in from Japan when we have the mills, the workers,
and the organization to produce it ourselves. Certainly there is
unemployment, and there will be so long as we continue the
present short-sighted policy toward foreign competition.

It has been sald that we should not protest against these Japa-
nese imports because Japan is our best customer for raw cotton.
It is true that great quantities of raw cotton have been exported
to that country, but the figures for the month of February 1836 as
compared with January of this year are most alarming, showing a
decline of 65 percent. Something must be done. The administra-
tion and the Democratic Congress seem to view the situation with
unconcern. With other Members of Congress I have repeatedly
literally begged the State Department to protect the great cotton
industry. All we secure are vague promises. This country has lost
its cotton goods export trade in Latin America; we have also lost
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the market in the Philippines. It s true that we have a gentle-
man’s agreement with Japan whereby that country will limit its
exports to the Philippine Islands. However, through subterfuge,
that agreement is being broken. Cotton goods are being shipped
to the Philippines from China, where it is manufactured in mills
controlled or owned by the Japanese; also at a production cost
which is impossible for us to meet or attempt to meet,

Let us turn away from what is happening to our cotton industry
and look at the situation in another of our great industries. From
the very beginning of this Nation the cattle and hide industry has
ranked as one of the most t. Today there are 393 tan-
neries operating, which employ 51,000 wage earners, who receive
about §58,000,000 a year in wages.

To supply the demand for leather in this country each year
125,000,000 hides are tanned—or, to look at it in another way, one
hide for each person in the country. I give you this picture just
to show you the importance and magnitude of our tanning industry.

One of the important branches of this trade is the calf-leather
industry, which uses in the neighborhood of 80,000,000 calf and
cattle skins each year. The calf tanners and workers are in real
distress, due to a lack of protective duty. Germany is the men-
ace here, producing calf hides at a low cost, which, coupled with
an extremely flexible and varied monetary system, has enabled
her to go into the markets and command the business.

Great Britain has seen the danger already, and early in March
that nation protected its calf-leather manufacturers with a 30-
percent dufy. Epgland has always had the reputation of being
more of a free-trading country than ours, but when they see the
situation demands remedying, they act. What has this admin-
istration done about it? Nothing. Germany has turned aside
from the English market and is now directing all attention to
the United States markets. We can debate for hours about
relleving the unemployment situation but that condition will
never be remedied or relieved by forcing men out of work through
unfair foreign competition,

Perhaps it will be easier to visualize the effect of our weak-
kneed protective policy if I tell you that in the year 1935 the
increase in imports to this country of calf leather amounted to
nine and three-quarter million square feet, valued at more than
& million and one-quarter dollars. How badly our country needs
the employment the of those nine and three-quarter
million square feet of hides would provide.

Our Nation has thrived and grown prosperous under a protec-
tive-tariff policy. Every Nation of the world was our customer,
glad to buy our products and ready to pay our duties so long as
we demanded it. Now we are launched upon a visionary experi-
ment of reciprocal-trade sgreements. We are rapidly becoming
the laughingstock of the world for permitting other countries
to take away from us our foreign trade. Our shores are becom-
ing the common dumping ground for the low-cost merchandise
of every producing nation of the world. Last year, 1935, showed
an increase in imports into the United States that is alarming.
It amounted to $383,000,000 more than the previous year, and a
large part of this was in merchandise that we are able to produce
ourselves. We have the necessary capital, the machinery and
mills, while the workers are begging for the opportunity of earn-
ing a day’s wage instead of going to the town or city hall each
week for rellef money.

What can be done about it? We can protest and demand that
our workers be protected by equalizing tariffs—stop the dumping
of low-cost merchandise which is taking the earnings away from
American workmen who will not need relief if they have the
protection they have been given in the past. That would solve
a part of our economic problem.

Legislation is not necessary to save the two industries I men-
tioned before. The President has the power, given him by Con-
gress, to take care of an emergency such as this,
the will to do so. It is a question of policy and policy alone.
If the people show the administration that it
our products be protected, there is no doubt that it
gotn' E:;ple want work, not relief; an honest day’s toil, not

ggling.

g

SENATE ENROLLED BILLS SIGNED

The SPEAKER announced his signature to enrolled bills
of the Senate of the following titles:

S.371. An act for the relief of G. Elias & Bro., Inc.;

S.788. For the relief of the International Mercantile
Marine Co.; \

S.780. For the relief of the Compagnie Generale Trans-
atlantique;

5.1062. For the relief of James R. Young;

5. 1138. For the relief of Art Metal Construction Co. with
respect to the maintenance of suit against the United States
for the recovery of any income or profits taxes paid to the
United States for the calendar year 1918 in excess of the
amount of taxes lawfully due for such period; and

S.1846. For the relief of the estate of Anton W. Fischer.

BILLS PRESENTED TO THE PRESIDENT

Mr. PARSONS, from the Committee on Enrolled Bills,
reported that that committee did on this day present to the
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President, for his approval, bills of the House of the follow-
ing titles: >

H.R.4387. An act conferring jurisdiction upon the United
States District Court for the Western District of Michigan
to hear, determine, and render judgment upon the claim
of Barbara Backstrom; and

H.R.12037. An act relating to compacts and agreements
among States in which tobacco is produced providing for
the control of production of, or commerce in, tobacco in
such States, and for other purposes.

ADJOURNMENT

Mr. BANKHEAD. Mr. Speaker, I move that the House
do now adjourn.

The motion was agreed to; accordingly (at 5 o'clock and
2 minutes p. m.), in accordance with the order heretofore
made, the House adjourned until Monday, April 27, 1938, at
11 o’clock a. m.

COMMITTEE HEARING
COMMITTEE ON THE PUBLIC. LANDS

The Committee on the Public Lands will meet at 10 a. m.
tomorrow, Saturday, April 25, 1936, to consider the bill
(H. R.7086) to establish Mount Olympus National Park in the
State of Washington, and for other purposes. The hearing
to be considered in the cauecus room of old House Office
Building. >

EXECUTIVE COMMUNICATIONS, ETC.

Under clause 2 of rule XXIV, executive communications
were taken from the Speaker’s table and referred as follows:

816. A letter from the Secretary of War, transmitting a
letter from the Chief of Engineers, United States Army,
dated April 23, 1938, submitting a report, together with ac-
companying papers, on a preliminary examination of Yam-
hill River at Lafayette, Oreg., authorized by the River and
Harbor Act approved August 30, 1935; to the Commitiee on
Rivers and Harbors.

817. A letter from the Secretary of War, transmitting a
letter from the Chief of Engineers, United States Army,
dated April 22, 1936, submiitting a report, together with
accompanying papers, on a preliminary examination of
Goldsmith Inlet, Long Island, N. Y., authorized by the River
and Harbor Act approved August 30, 1935; to the Committee
on Rivers and Harbors.

818. A letter from the Secretary of War, transmitting a
letter from the Chief of Engineers, United States Army,
dated April 22, 1936, submitting a report, together with
accompanying papers, on a preliminary examination of the
Merrimack River, Mass., with a view to making the river
navigable from Lowell to the sea, authorized by the River
and Harbor Act approved August 30, 1935; to the Committee
on Rivers and Harbors.

819. A letter from the Secretary of War, transmitting a
letter from the Chief of Engineers, United States Army,
dated April 22, 1936, submitting a report, together with
accompanying papers, on a preliminary examination of
Oswego, Oneida, Seneca, and Clyde Rivers in Oswego, Onon-
daga, Oneida, Madison, Cayuga, Wayne, Seneca, Tompkins,
Schuyler, Yates, and Ontario Counties, N. ¥., with a view to
the controlling of floods, authorized by act of Congress ap-
proved June 6, 1935; to the Committee on Flood Control.

REPORTS OF COMMITTEES ON PUBLIC BILLS AND
RESOLUTIONS

Under clause 2 of rule XIII,

Mr. HOLMES: Committee on Public Buildings and
Grounds, H. R. 10934. A bill to authorize the transfer of
the customhouse at Salem, Mass., from the jurisdiction of the
Treasury Department to the Department of the Interior;
without amendment (Rept. No. 2495). Referred to the Com-
mittee of the Whole House on the state of the Union.
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Mr. MILLER: Committee on the Judiciary. H. R. 12260.
A bill prescribing a condition precedent to the award of cer-
tain contracts by Federal agencies; with amendment (Rept.
No. 2497). Referred to the Committee of the Whole House
cn the state of the Union.

REPORTS OF COMMITTEES ON PRIVATE BILLS AND
RESOLUTIONS

Under clause 2 of rule XIIT,

Mr. KENNEDY of Maryland: Committee on Claims. Sen-
ate Joint Resolution 196, Joint resolution to correct errors
in the enrollment of Private Act No. 349, Seventy-fourth
Congress, approved August 29, 1935, and to clarify the duties
of the Comptroller General in connection with said act; with
amendment (Rept. No. 2496). Referred to the Committee of
the Whole House.

Mr. ROGERS of New Hampshire: Committee on Military
Affairs. H. R. 9002. A bill for the relief of Capt. James W.
Darr; without amendment (Rept. No. 2498). Referred to the
Committee of the Whole House.

Mr. MAAS: Committee on Naval Affairs, S. 1975. An act
to authorize certain officers of the United States Navy, and
officers and enlisted men of the Marine Corps, to accept such
medals, orders, diplomas, decorations, and photographs as
have been tendered them by foreign governments in appre-
ciation of services rendered; with amendment (Rept. No.
2499). Referred to the Committee of the Whole House.

CHANGE OF REFERENCE

Under clause 2 of rule XXII, committees were discharged
from the consideration of the following bills, which were
referred as follows:

A bill (H. R. 10696) granting a pension to Robert Melvin
Palmer; Committee on Pensions discharged, and referred to
the Committee on Invalid Pensions.

A bill (H. R, 12432) granting a pension to Ellen Thomp-
son; Committee on Pensions discharged, and referred to the
Committee on Invalid Pensions.

PUBLIC BILLS AND RESOLUTIONS

Under clause 3 of rule XXITI, public bills and resolutions
were introduced and severally referred as follows:

By Mr. O'CONNOR: A bill (H. R. 12454) relating to per-
sonal-injury suits by seamen; to the Committee on Merchant
Marine and Fisheries.

By Mr. DOUGHTON: A bill (H. R, 12455) to provide for
the administration and maintenance of the Blue Ridge
Parkway, in the States of Virginia and North Carolina, by
the Secretary of the Interior, and for other purposes; to
the Committee on the Public Lands.

By Mr. LANHAM: A bill (H. R. 12456) to provide for the
completion of the 25-mile spacing of horizontal and vertical
control surveys in the State of Texas; to the Committee on
Merchant Marine and Fisheries.

By Mr. POWERS: A bill (H. R. 12457) to amend the Air
Commerce Act to provide for the safety of passengers in
aircraft; to the Committee on Interstate and Foreign Com-
merce.

By Mr. WILCOX: A bill (H. R. 12458) authorizing a pre-
liminary examination of the intracoastal waterway through-
out Broward County, Fla.; to the Committee on Flood Con-
trol.

By Mr. GRAY of Indiana: A bill (H. R. 12459) to provide
means and facilities for the generation of electrical power
and the transmission and distribution thereof, in rural areas,
and for electrical districts including farm areas, and for
other purposes; to the Committee on Interstate and Foreign
Commerce.

By Mr. DRIVER: A bill (H. R. 12460) to provide for
tuberculosis hocspitals and for their operation; to the Com-
mittee on Interstate and Foreign Commerce.
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By Mr. PETERSON of Georgia: A bill (H. R. 12461) fo
extend the times for commencing and completing the con-
struction of a bridge across the Savannah River at or near
Burtons Ferry, near Sylvania, Ga.; to the Commitfee on
Interstate and Foreign Commerce.

By Mr. GREEN: Resolution (H. Res. 496) authorizing and
directing the Committee on the Territories of the House of
Representatives to conduct an investigation into the eco-
nomic resources of the Territory of Alaska with a view to
determining the possibilities of further development of the
industry, agriculture, and commerce of the said Territory;
to the Committee on Rules.

By Mr. LEWIS of Maryland: Joint resolution (H. J. Res.

571) to provide for the participation of the United States
in the commemoration of the seventy-fifth anniversary of
the Battle of Antietam; to the Committee on the Library.
. By Mr. HANCOCK of New York: Joint resolution (H. J.
Res. 572) proposing an amendment to the Constitution of
the United States amending the language of the first para-
graph of section 6 of article I thereof; to the Committee on
the Judiciary.

PRIVATE BILLS AND RESOLUTIONS

Under clause 1 of rule XXII, private bills and resolutions
were introduced and severally referred as follows:

By Mr. AYERS: A bill (H. R. 12462) to authorize the
addition of certain names to the final rolls of the Blackfeet
Tribe of Indians in the State of Montana; to the Commit-
tee on Indian Affairs,

By Mr. CHANDLER: A bill (H. R. 12463) for the relief
of Adelaide Guerini; to the Committee on Claims.

By Mr. EKWALL: A bill (H. R. 12464) for the relief of
Homa L. Rhoten; to the Committee on Claims.

By Mr. HOFFMAN: A bill (H. R. 12465) for the relief of
Harold P. Waldo; to the Committee on Claims.

By Mr. REED of Illinois: A bill (H. R. 12466) for the relief
of Paul Smith, alias John O’Brien; to the Committee on Naval
Affairs,

By Mr. ZIMMERMAN: A bill (H. R. 12467) granting a pen-
sion to Nancy Ann Whitehead; to the Committee on Invalid
Pensions.

By Mr. ZIONCHECK: A bill (H. R. 12468) granting a pen-
sion to La Veta Beall; to the Committee on Pensions.

Also, a bill (H. R. 12469) granting a pension to Rebecca
Patterson; to the Committee on Invalid Pensions.

Also, a bill (H. R. 12470) for the relief of Chris A. Nelsen;
to the Committee on Naval Affairs,

PETITIONS, ETC.

Under clause 1 of rule XXII, petitions and papers were
laid on the Clerk’s desk and referred as follows:

10770. By Mr. BLOOM: Petition of the Legislature of the
State of New York, urging the Federal Works Progress Ad-
ministration and the Congress of the United States to accept
immediate responsibility for relief and employment of tran-
sients, and requesting that this relief in employment be made
effective through permanent departments of State govern-
ment and coordinate local units of administration, and that
funds be made available by the Federal Government on a
grant-in-aid basis; to the Committee on Appropriations.

10771. Also, petition of the Assembly of the State of New
York, urging the annual appropriation to the use of the
State of New York the sum of $2,000,000 for the maintenance
and operating expenses of the New York State canal system;
to the Committee on Appropriations,

10772. By Mr. GOODWIN: Petition of property owners
and businessmen of Woodstock, N. Y., protesting against the
decentralization of the Federal art project; to the Committee
on Appropriations.

10773. By the SPEAKER: Petition of the Daughters of the
American Revolution, requesting that September 17 of each
year be made a national holiday; to the Committee on the
Judiciary.
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SENATE

MoNDAY, APRIL 27, 1936
(Legislative day of Friday, Apr. 24, 1936)

The Senate met at 12 o’clock meridian, on the expiration
of the recess.

THE JOURNAL

On request of Mr. RormnsoN, and by unanimous consent,
the reading of the Journal of the proceedings of the cal-
endar day Friday, April 24, 1936, was dispensed with, and
the Journal was approved.

MESSAGE FROM THE HOUSE

A message from the House of Representatives, by Mr,
Haltigan, one of its reading clerks, announced that the
House had disagreed to the amendments of the Senate to
the bill (H. R. 11581) making appropriations for the gov-
ernment of the District of Columbia and other activities
chargeable in whole or in part against the revenues of such
District for the fiscal year ending June 30, 1937, and for
other purposes, agreed to the conference asked by the Sen-
ate on the disagreeing votes of the two Houses thereon, and
that Mr. Cannon of Missouri, Mr. BranToN, Mr. JACOBSEN,
Mr. JoensoN of West Virginia, and Mr. DITTER were ap-
pointed managers on the part of the House at the conference.

The message also announced that the House had passed a
joint resolution (H. J. Res. 499) authorizing and requesting
the President to extend to the Government of Sweden and
individuals an invitation to join the Government and people
of the United States in the observance of the three hun-
dredth anniversary of the first permanent settlement in the
Delaware River Valley, and for other purposes, in which it
requested the concurrence of the Senate.

ENROLLED BILLS SIGNED

The message further announced that the Speaker had
affixed his signature to the following enrolled bills, and they
were signed by the Vice President:

S.371. An act for the relief of G. Elias & Bro., Inc.;

S.788. An act for the relief of the International Mercan-
tile Marine Co.;

S.790. An act for the relief of the Compagnie Generale
Transatlantique;

S.1062. An act for the relief of James R. Young;

S5.1138. An act for the relief of Art Metal Construction
Co. with respect to the maintenance of suif against the
United States for the recovery of any income or profits
taxes paid to the United States for the calendar year 1918
in excess of the amount of taxes lawfully due for such
peried; and

S.1846. An act for the relief of the estate of Anton W.
Fischer,

CALL OF THE ROLL

Mr. LEWIS. I suggest the absence of a quorum.

The VICE PRESIDENT. The clerk will call the roll.

The legislative clerk called the roll, and the following
Senators answered to their names:

Adams Copeland Lewis Robinson
Ashurst Couzens Logan Russell
Austin Davis Lonergan Bchwellenbach
Bachman Long Bheppard
Balley Dieterich MecAdoo Shipstead
Barbour Duffy McEellar Smith
Barkley Fletcher McNary Steiwer
Benson Frazier Maloney Thomas, Okla,
Bilbo George Metcalf Thomas, Utah
Black Gerry Minton Townsend
Bone Gibson Moore

Borah Glass Murphy Tydings
Bulow Guffey Murray Vandenberg
Burke Hale Neely Van Nuys
Byrnes Harrison Norris Wagner
Capper Hastings O'Mahoney Walsh
Caraway Hatch Overton Wheeler
Carey Hayden Pittman White
Chavez Eeyes Pope

Connally King Radcliffe

Coolidge La Follette Reynolds

Mr. LEWIS. I announce that the Senator from Alabama
[Mr, BangHEAD], the Senator from Colorado [Mr. CosTtican],
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